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A collection  of  560  different  North 
American  aviation  and  space  stock 
certificates  and  bonds  is  available 
for  sale.  The  collection  includes  turn-of- 
the-century  airships  through  current 
issues  with  the 
majonty  of 
certificates  being 
fully  issued — 
a wealth  of  interest- 
ing, beautiful  and 
historical 
certificates. 


There  are  300 
different  company 
titles  consisting 
of  airlines, 
aircraft,  helicopters, 

airports,  and  various  aviation  components 
and  support  companies,  as  well  as  space 
firms.  Each  certificate  is  significant  enough 
to  have  a separate  catalog  number  in  the 
new  reference  on  aviation  stocks  and  bonds. 
While  many  of  the  certificates  are  modern, 
a considerable  number  of  companies  have 
already  gone  bankrupt,  merged  or  otherwise 
no  longer  exist.  Since  most  shares  of  stock  are 
now  book  entries  only,  few  modern  certificates 
are  actually  issued.  Moreover,  current  SEC 


regulations  require  destruction  of  canceled 
certificates,  so  many  will  remain  forever  rare. 
If  priced  individually,  the  valuation  of  this 
extensive  collection  is  approximately  $50,000. 
The  collection  is  available  for  $39,500. 

A wonderful  oppor- 
tunity to  acquire 
a magnificent 
collection  prior 
to  the  anticipated 
increase  in  interest, 
demand  and  prices 
prior  to  the  100th 
anniversary  of  the 
Wright  Brothers’ 
first  flight. 


INFORMATION  REQUESTED 

for  the  new  standard  reference  on  aviation 
and  space  stocks  and  bonds.  If  you  have  an 
interesting  certificate  or  collection,  your  aid 
is  respectfully  invited.  All  related  costs  will  be 
reimbursed  and  information  will  be  acknowl- 
edged fully.  If  sending  copies  of  certificates, 
be  sure  to  write  the  color(s)  of  each  copy. 


Feel  free  to  call  toll-free  1-888-FALATER. 


Lawrence  Falater 

FOB  81  Allen,  MI  49227  (USA) 

517  437  8977  FAX  517  437  8978  Toll  Free  in  USA  1-888-FALATER 
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Founder’s  Message 


Museum  Founder  John  E.  Herzog  (right)  with  Federal  Reserve  Bank  of  Philadelphia 
President  Anthony  Santomero  (left)  and  Federal  Reserve  Challenge  semi-finalist  and 
Museum  webmaster  Marc  Rodriguez  ( center ) in  the  Museum  gallery  on  September  io. 


By  John  E.  Herzog,  Cbairmatt 

Much  has  been  written  and  said 
about  how  our  world  has  changed 
since  the  last  issue  of  Financial  History 
appeared.  Here  in  New  York  City’s 
Financial  District,  where  terrorists 
felled  the  World  Trade  Center  towers 
on  September  n,  2001,  that  change  is 
immediate  and  real  in  the  punctured 
skyline,  the  Downtown  detours,  the 
lingering  smolder,  and  in  the  palpable, 
sad  absence  of  friends  and  neighbors 
lost  that  day.  You  will  all  answer  in 
years  to  come  the  touchstone  question 
that  steels  each  new  generation, 
“where  were  you  on  that  day?” 

All  of  us  in  the  Museum  family  are 
grateful  to  the  many  of  you,  from  up 
the  street  and  around  the  country, 
who  contacted  or  visited  us  on  the 
web  in  the  days  that  followed  — first 
to  check  on  our  well  being,  then  to 
learn  how  to  contribute  to  the  relief 
and  recovery  effort  and,  finally,  to 
support  the  Museum  as  we  began  to 
feel  the  financial  impact  of  lost  oper- 
ating revenue,  canceled  sponsor 
opportunities,  and  deferred  fundrais- 
ing efforts.  I am  proud  of  the 
Museum’s  staff  and  volunteers,  all 
safe,  for  responding  with  professional- 
ism, and  with  compassion  for  each 
other  and  for  our  community. 

In  this  issue  you  will  learn  more 
about  the  Museum’s  response, 
including  the  rallying,  patriotic  dis- 
play which  will  be  seen  by  millions  of 
midtown  visitors  thanks  to  our 
friends  at  Macy’s,  the  Bond  Club  of 
New  York,  and  the  U.S.  Treasury 
Department.  The  search  for  an 
opportunity  to  make  an  uplifting 
public  statement  in  a high-traffic 
location  arose  in  the  early  weeks 
when  the  southern  tip  of  Manhattan 
was  still  afire  and  inaccessible. 


The  undertaking  most  unlike  any- 
thing we  have  ever  done  was,  I believe, 
the  most  important  thing  we  have  ever 
done.  Online  you  will  find  the  riveting 
transcript  of  the  town  meeting  we 
organized  on  November  15,  the  first 
public  forum  to  be  held  Downtown  in 
the  eight  weeks  following  the  attack. 
“Our”  event  quickly  became  a com- 
munity event  pulling  together  long- 
time friends  like  Diana  Henriques, 
Myron  Kandel  and  Bob  Stovall;  veter- 
ans of  past  collaborations  from  the 
American  Stock  Exchange,  Nasdaq 
and  the  New  York  Mercantile 
Exchange;  and  new  friends  from 
Deloitte  & Touche,  Depository  Trust 
Co.,  Goldman  Sachs,  the  Federal 
Reserve,  The  Island  ECN,  Inc.,  Merrill 
Lynch,  and  Salomon  Smith  Barney 
Mutual  Funds.  We  were  honored  to  be 
joined  by  Smithsonian  Secretary  Larry 
Small  and  by  Carl  Weisbrod,  President 
of  the  Alliance  for  Downtown  New 
York.  From  the  individual  perspec- 
tives of  these  people  who  know  Wall 
Street  best  came  a picture  of  Wall 
Street  at  its  best:  optimistic,  forward 


looking,  and  resilient  in  the  face  of 
obstacles. 

After  13  years  of  watching  the 
Museum  grow,  it  was  enormously 
gratifying  that  night  to  hear  the  pan- 
elists on  stage  thanking  the  Museum 
for  its  role  in  providing  a platform, 
bringing  together  our  neighbors  in  the 
Financial  District,  celebrating  the 
strength  of  our  institutions,  and  artic- 
ulating the  relationships  cherished  in 
our  shared  history. 

That  evening,  as  on  September  11, 
we  were  reminded  once  again  of  the 
strength  behind  the  imposing  facades 
of  Wall  Street’s  iconic  architecture, 
true  across  two  centuries  of  daring 
entrepreneurship  on  this  very  spot 
where  Native  Americans  traded,  for- 
eign merchants  first  landed,  exchanges 
were  created  and  great  adventures 
were  financed:  it  was  never  about  the 
buildings.  03 
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Macy’s  and  Museum 
Celebrate  Patriotism 
in  Herald  Square 
Window  Display 


Macy’s  and  the  Museum  have 
teamed  up  to  present  a colorful,  patri- 
otic display  amidst  the  festive  holiday 
windows  of  the  Herald  Square  flag- 
ship store  in  midtown  Manhattan. 
This  year’s  holiday  window  presenta- 
tion was  unveiled  for  the  public  with 
great  fanfare  on  November  1 6 and 
will  be  on  display  through  the  season. 

The  patriotic  display  in  a window 
adjacent  to  the  34th  Street  entrance  to 
the  landmark  building  stands  out 
among  the  popular  holiday  windows 
which  this  year  depict  the  75-year  his- 
tory of  the  Macy’s  Thanksgiving  Day 
Parade.  The  display  includes  an  origi- 
nal poster  from  the  government’s 
bond  drive  during  World  War  II,  a 
promotion  for  the  recently-issued 
New  York  City  Recovery  Bond,  and  a 
vintage  Edison  stock  ticker  machine. 

The  project  was  made  possible  with 
support  from  the  Bond  Club  of  New 
York,  organized  on  Wall  Street  in  1917 
to  promote  the  sale  of  war  bonds  dur- 
ing World  War  I.  The  history  of  bond 
sales  and  of  the  Bond  Club  is  also  rec- 
ognized in  an  exhibit,  “Bonds  of  Patri- 
otism," which  was  installed  in  the 
Museum’s  gallery  immediately  follow- 
ing the  September  n attacks.  Ea 


Wall  Street  Forum  Yields  Message 
of  Optimism  and  Recovery 


Above:" Always  Another  Trading  Day” 
brought  together  a panel  of  19  disuinguished 
Wall  Streeters  to  discuss  the  future  of  New 
York 's  financial  community. 

Right:  Carl  Weisbrod,  President  of  the  Alliance 
for  Downtown  New  York. 

“We  have  come  together  to  celebrate 
the  meaning  of  community,  here  in  New 
York  City’s  oldest  neighborhood,”  said 
Executive  Director  Brian  Thompson  to 
open  a town  meeting  recently  conducted 
by  the  Museum.  On  November  15,  the 
Museum  hosted  the  first  public  forum 
since  September  1 1 to  address  the  future 
of  New  York  City’s  Financial  District  in 
the  context  of  its  long  history  and  pow- 
erful work  ethic.  “Always  Another 
Trading  Day:  Endurance  and  Optimism 
in  the  Culture  of  Wall  Street”  featured  a 
distinguished  panel  of  participants  from 
across  lower  Manhattan  including  rep- 
resentatives from  leading  firms  and  insti- 
tutions, journalists,  and  business  own- 
ers. CNN  financial  editor  Myron 
Kandel  moderated  the  program,  which 
took  place  in  the  auditorium  of  the 
Alexander  Hamilton  U.S.  Custom 
House. 

Smithsonian  Secretary  Lawrence  M. 
Small  welcomed  the  audience.  “The 
city  of  New  York  has  a proud  history 


of  triumph  over  adversity,”  said  Small. 
“Now,  as  then,  this  city  will  recover.” 
The  Smithsonian’s  Center  for  Folklife 
and  Cultural  Heritage  worked  with  the 
Museum  to  organize  this  event,  build- 
ing on  the  successful  collaboration 
which  brought  many  of  the  panel  par- 
ticipants to  Washington,  DC  for  the 
Wall  Street  presentation  at  the  Smith- 
sonian Folklife  Festival  last  summer. 

The  forum  concluded  with  the 
singing  of  “God  Bless  America”  by 
Policer  Officer  Kerrence  Darden  of  the 
New  York  City  Police  Department. 

The  event  was  made  possible  with 
support  from  the  Bond  Club  of  New 
York.  E3 
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Museum  Honors  Crain's  Small  Business  Award  Recipients 


The  Museum  recognized  the  men 
and  women  who  are  making  financial 
history  by  partnering  with  Cram's  NY 
Business  magazine  on  their  2001 
Small  Business  Awards.  As  one  of  the 
nation’s  preeminent  awards 
for  outstanding  entrepre- 
neurial success,  the  Small 
Business  Awards  pay  tribute 
to  those  who  truly  embody 
the  spirit  of  enterprise  and 
achievement  that  is  cele- 
brated at  the  Museum. 

Nearly  60,000  tourists 
viewed  an  exhibition  on  this 
year’s  award  recipients  at  the 
Museum’s  booth  at  Culture 
Fest,  an  outdoor  festival  in 
Manhattan’s  Bryant  Park  in 
October.  The  exhibit  is  now 
on  display  in  the  Museum 
gallery. 

The  small  businesses  honored 
with  this  year’s  Awards  were  Right 
Track,  which  filled  a void  in  the  New 
York  recording  business;  Liz  Lange 
Maternity,  a fashion  company  that 
found  a niche  for  stylish,  pricey  mater- 
nitywear;  Energy  Brands  Inc.,  a pro- 
ducer of  nutrient-enhanced  bottled 
water;  Rozzin  Electronics  Inc.,  an 


innovator  in  cardiac  monitoring 
equipment;  F.  Brinn  & Associates, 
which  offers  a widening  array  of  job 
training  programs;  and  DeVito/Verdi, 
an  over-the-top  advertising  agency. 


The  Museum  also  participated  in 
the  Awards  breakfast  on  September  25, 
at  which  the  winning  entrepreneurs 
shared  their  stories  of  business  success 
and  discussed  current  challenges  and 
issues  facing  small  businesses  in  a panel 
moderated  by  Crain’s  editor  Greg 
David.  Despite  the  terrorist  attacks  two 
weeks  prior  that  left  many  small  busi- 


nesses in  New  York  City  struggling  to 
stay  afloat,  the  speakers  voiced  a mes- 
sage of  business  survival. 

J.  Darius  Bikoff,  president  of 
Energy  Brands,  summed  up  his  busi- 
ness success  in  terms  of  the 
four  Ps:  people,  product, 
passion,  and  perseverance. 
Fashion  designer  Liz  Lange, 
who  sold  her  interest  in  a 
successful  sportswear  com- 
pany in  1997  to  introduce  a 
line  of  high-end  maternity- 
wear,  described  a “near-reli- 
gious conviction”  for  her 
company,  which  now  boasts 
a 2,500  square  foot  Madison 
Avenue  flagship  and  a Bev- 
erly Hills  store  with  a clien- 
tele including  Cindy  Craw- 
ford. Recording  engineer 
Simon  Andrews  did  not  take 
all  of  the  credit  for  the  success  of 
Right  Track,  Whitney  Houston’s  first 
music  studio,  which  is  set  to  open  the 
first  orchestra-sized  recording  studio 
in  New  York  since  the  days  when 
RCA  Victor  could  handle  the  full  NBC 
Orchestra.  “I  owe  a lot  to  my  commu- 
nity. I owe  a lot  to  my  country,”  he 
said.  03 


Crain’s  publisher  Alair  Townsend  (right)  introduces  the  2001  Small 
Business  Awards  winners  at  the  September  2j  Awards  breakfast. 


The  Museum  would  like  to  thank  these  members  for  their  generous  recent  gifts: 


Benefactor  — $50,000+ 

Mr.  Albert  Gordon 

Corporate  Leadership 
Council  — $10,000+ 

Merrill  Lynch  & Co.,  Inc. 

Patron  — $10,000+ 

Mr.  and  Mrs.  William  Behrens 
Mr.  Martin  Zweig 

Sponsor  — $1,000+ 

Mr.  William  M.  Pinzler 
Mr.  W.  A.  Porter 


Alexander  Hamilton 
Society  — $500+ 

Mr.  Stephen  Cooper 
Georgeson  Shareholder 
Communications  Inc. 

Mr.  and  Mrs.  Mark  Tomasko 

Smithsonian  Members  — $150+ 
Mr.  David  Baeckelandt 
Mr.  David  N.  Deutsch 
Mr.  Robert  Friedman. 

Mr.  Jerry  Gladnick 
Mr.  Gedalc  B.  Horowitz 


Myron  & Judith  Kaller 
Ms.  Christine  Millen 
Mr.  William  H.  Morris 
Mr.  Gerard  Quinn 
Mr.  Tom  Van  Riper 

The  Museum  thanks  all  contributors, 
old  and  new,  for  their  continued 
support.  To  learn  how  you  or  your 
organization  can  participate  in  the 
Museum’s  program,  educational,  and 
service  mission,  please  call  Brian 
Thompson  at  212-908-4519. 
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Museum  and  Smithsonian  Bring  Wall  Street  to  Washington 


The  Museum  helped  the  Smithson- 
ian recreate  Wall  Street  in  Washington 
as  the  nation's  museum  showcased  the 
traditions  and  trades  of  New  York 
City  at  the  2.001  Smithsonian  Folklife 
Festival.  The  10  day  outdoor  festival, 
held  annually  on  the  National  Mall, 
attracted  more  than  a million  visitors. 

The  Museum  staff  moderated 
discussions  on  the  culture  and  tradi- 
tions of  Wall  Street,  and  presenters 


included  CNN  Chief  Financial  Editor 
Myron  Kandel;  8-year-old  stock  mar- 
ket whiz  kid  Richard  Anderson,  Jr.; 
New  York  Stock  Exchange  Facilities 
Manager  Joe  Gabriel;  and  brokers  and 
traders  from  the  NYSE,  the  Mercan- 
tile Exchange,  and  the  Board  of  Trade. 

Children  and  adults  experienced 
the  frenzy  of  pit-style  commodities 
exchange  as  traders  from  the  NYMEX 
and  Board  of  Trade  taught  them  how  to 


buy  and  sell  pizza  slices  in  an  open  out- 
cry market.  New  York  Stock  Exchange 
brokers  gave  simulated  tours  of  the 
exchange  and  explained  how  trades  are 
executed,  and  Stock  Market  Game  par- 
ticipants gave  tips  on  how  to  win  on 
Wall  Street.  Other  highlights  included  a 
working  stock  exchange  bell,  a working 
replica  of  an  1870  stock  ticker,  and 
demonstrations  of  financial  printing 
and  engraving.  113 


CNN  Chief  Financial  Editor  Myron  Kandel  and  NYSE  Assistant  Director  Meg  Ventrudo  (left)  and  Folklorist  Kay 

Facilities  Manager  Joe  Gabriel  discuss  the  markets  and  the  media.  Turner  pose  with  Richard  Anderson,  Jr.,  the  country's  youngest 

, stock  market  expert,  and  his  father,  Richard  Anderson,  Sr. 


Stock  Market  Game  Coordinator 
Victoria  Chukwuka  teaches  children  how 
to  read  the  financial  pages  of  the  newspaper. 


Stock  Market  Game  student  Alysia  Traders  from  the  New  York  Mercantile  Exchange 

Grassl  shares  the  secrets  of  her  success.  teach  children  and  adults  to  trade  pizza  slices 


in  a commodities  trading  pit. 
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Museum  Banks 
on  Coinstar 
Exhibition 

By  Margaret  Zaydman 

On  January  22,  the  Museum  will 
debut  a national  traveling  exhibit  of 
40  unique,  antique  and  contemporary 
banks.  “America’s  Coin  Banks,” 
curated  by  Coinstar,  chronicles  the 
history  of  one  of  the  hallmarks  of 
American  culture  and  everyday  life. 

The  first  U.S.  coins  were  minted  in 
1793.  Since  then,  Americans  have 
sought  to  save  and  store  their  money, 
resulting  in  the  creation  of  the  coin 
bank.  The  physical  appearance  of  the 
bank  has  evolved  over  the  years  from 
the  traditional  ceramic  piggy  bank, 
which  was  designed  as  a toy  to  teach 


“Morgan” 

Curator 

Awarded 

MacArthur 

Fellowship 

By  Margaret  Zaydman 

Jean  Strouse,  guest  curator  of  the 
Museum’s  “Morgan”  exhibit,  has 
been  named  one  of  23  recipients  of 
this  year’s  MacArthur  Fellowships. 
After  writing  Alice  James:  A Biogra- 
phy, for  which  she  won  the  Bancroft 
Prize  in  American  History  and  Diplo- 
macy, Strouse,  an  independent  biogra- 
pher from  New  York  City,  spent  15 
years  writing  Morgan:  American 
Binancier,  published  in  1999,  which 
gives  a detailed  account  of  the  life  of 


i/hwozrs"  1 Jzjui 


.m 


and  encourage  children  to  save  their 
pennies,  to  today’s  boxes  of  metal  and 
plastic  used  to  market  products, 
movies  and  businesses.  Whether 
stuffed  with  coins  or  on  display,  coin 
banks  are  found  in  the  majority  of 
American  households. 

“At  an  early  age,  children  are 
encouraged  to  place  their  change  in 
piggy  banks,  thus  learning  the  impor- 
tance of  saving  their  money.  Coin 
banks  have  been  around  for  more 
than  150  years,  and  the  exhibit  will 
help  examine  the  historical  precedent 
for  saving  and  investing,”  said  Meg 
Ventrudo,  the  Museum’s  assistant 
director  for  exhibits  and  education. 
“We  are  pleased  to  work  with  Coin- 
star in  presenting  this  educational  and 
decorative  exhibit.” 

The  Museum  and  Coinstar  first 
partnered  in  May  2001  on  the  launch 
of  the  U.S.  Department  of  the  Trea- 
sury’s “Money  Math:  Lessons  in 


Life,”  the  first  national  financial  liter- 
acy curriculum  for  middle  school  stu- 
dents. Coinstar  develops,  owns  and 
operates  a network  of  automated  coin 
counting  and  processing  machines 
that  allow  consumers  to  convert  loose 
coins  into  cash.  The  company  com- 
mits significant  time  and  resources  to 
promoting  responsible  saving  and 
investing  through  financial  literacy 
programs  for  children.  BO 


one  of  America’s  most  successful  busi- 
nessmen, John  Pierpont  Morgan. 

While  writing  Morgan,  Strouse 
accessed  a great  deal  of  archival  infor- 
mation in  the  Morgan  Library,  includ- 
ing personal  letters  and  diaries  belong- 
ing to  the  Morgan  family,  to  expose  a 
man  far  more  humane  than  his  histor- 
ical image.  Though  recognizing  that 
Morgan’s  greatest  achievements 
included  reorganizing  American  rail- 
roads and  establishing  the  world’s  first 


billion  dollar  company,  Strouse  dis- 
covered that  while  many  of  his  con- 
temporaries were  primarily  concerned 
with  amassing  large  amounts  of 
money,  Morgan’s  deepest  interests 
were  art  and  foreign  cultures  (he  made 
his  second  career  as  an  art  collector 
and  frequently  visited  Europe  with  his 

1 family).  Strouse’s  biography  — and  the 

2 Museum’s  exhibit — introduce  many 
I facets  of  Morgan’s  character  that  have 
® been  overlooked  in  the  past. 

According  to  The  New  York  Times, 
Strouse  has  not  yet  undertaken 
another  major  project,  but  says  that 
the  $500,000  award,  “frees  me;  now  I 
can  figure  out  what  I want  to  do.”  BD 

Museum  Intern  Margaret  Zaydman  is 
a senior  at  the  Academy  for  the 
Advancement  of  Science  and  Technol- 
ogy in  Hackensack,  New  Jersey  and 
plans  to  major  in  economics  in  college 
next  year. 
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1,000  Cranes  Bring 
Hope  and  Peace 


Eight  weeks  after  the  terrorist 
attacks  on  the  World  Trade  Center,  a 
gift  of  hope  and  peace  arrived  at  the 
Museum. 

The  Museum,  an  Affiliate  of  the 
Smithsonian  Institution  located  mere 
blocks  from  the  World  Trade  Center 
site,  had  just  recently  reopened  its 
doors  when  the  staff  received  a pack- 
age from  another  Smithsonian  Affili- 
ate, the  Japanese  American  National 
Museum  in  Los  Angeles.  The  box  con- 
tained a gift  of  1,000  origami  cranes 
carefully  constructed  and  mailed  by 
the  museum’s  staff,  volunteers,  and 
visitors  as  an  expression  of  love  and  a 
symbol  of  solidarity. 


“In  a gesture  of  support  for  those 
who  have  suffered  as  a result  of  this 
tragedy,  we  are  creating  thousands  of 
Japanese  paper-folded  cranes.  In  the 
Japanese  American  culture,  one  thou- 
sand cranes  is  the  symbol  of  best 
wishes  for  hope  and  peace,”  said 
Japanese  American  National  Museum 
Director  of  Administration  John 
Katagi  in  a letter  enclosed  with  the 
gift.  “As  we  look  ahead  together,  may 
we  continue  to  partner  for  a future 
that  holds  both  hope  and  peace  for 
our  cities,  our  nation  and  our  world.” 

The  cranes  will  be  displayed 
through  the  holiday  season  at  the 
Museum.  HO 


Museum  and  The 
Reserve  Funds 
Celebrate  30th 
Anniversary  of 
the  Money  Fund 
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The  Museum  celebrated  a milestone 
in  financial  history  this  fall  as  October 
zoo  1 marked  the  30th  anniversary  of 
the  money  market  mutual  fund.  Cre- 
ated by  Bruce  Bent,  founder  and  chair- 
man of  The  Reserve  Funds,  the  money 
fund  has  become  a staple  investment 
vehicle  for  millions  of  Americans  and 
home  to  more  than  $2.2  trillion  in  cash. 

To  mark  the  anniversary,  The 
Reserve  Funds  donated  to  the  Museum’s 
permanent  collection  original  materials 
from  the  first  money  fund  including  a 
handwritten  preliminary  prospectus, 
purchase  orders,  statements  of  holdings, 
and  informational  brochures  and  mate- 
rials. The  materials  will  be  adapted  into 
an  online  exhibit  on  the  Museum’s  web- 
site. A program  on  the  history  of  money 
funds,  co-hosted  by  the  Museum,  the 
Reserve  Funds,  and  iMoneyNet,  capped 
the  month-long  anniversary  observance 
on  October  30.  HO 
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Dartmouth  vs.  Woodward: 

The  Case  for  the  Corporation 

By  Brian  Grinder  and  Dan  Cooper 


A controversial  plan  to  dredge  the 
Hudson  River  was  recently  given  the 
go-ahead  by  EPA  Administrator 
Christie  Whitman.  The  General  Electric 
Corporation,  which  dumped  PCBs  into 
the  Hudson  for  years,  will  be  forced  to 
spend  hundreds  of  millions  of  dollars  in 
the  clean-up  effort.  Though  GE  opposes 
the  dredging  plan  and  continues  to  fight 
against  it,  the  company  need  not  fear 
the  following  scenario: 

Suppose  the  New  York  State  legis- 
lature decided  to  take  action  against 
General  Electric  by  doubling  the  size 
of  GE’s  board  of  directors  and 
reserving  the  power  to  appoint  new 
directors  to  the  governor.1  The  state 
could  then  be  assured  that  the  new 
directors  would  be  sympathetic  to  the 
dredging  plan.  It  would  even  be  possi- 
ble for  the  state,  with  the  help  of  the 
expanded  board,  to  oust  GE’s  CEO  in 
order  to  gain  the  company’s  approval 
of  the  clean-up  plan. 

No  one  in  the  New  York  legislature 
would  seriously  propose  such  a plan 
because  it  violates  well-known  princi- 
ples and  laws  that  have  been 
developed  over  the  years  to  govern  the 
relationship  between  corporations  and 
the  state.  A violation  of  these  principles 
would  be  considered  both  reprehensible 
and  unlawful.  The  case  of  Dartmouth 
vs.  Woodward  was  one  of  the  first 
attempts  to  define  the  relationship 
between  the  corporation  and  the  state 
in  a case  where  the  New  Hampshire 
legislature  chose  to  interfere  in  the 
affairs  of  Dartmouth  College. 

The  events  leading  to  Dartmouth  vs. 
Woodward  began  in  the  early  years  of 


Daniel  Webster 


the  1 9th  century  with  petty  squabbling 
between  the  college’s  autocratic  presi- 
dent, John  Wheelock,  and  his  board  of 
trustees.2  This  squabbling,  along  with 
some  rather  dull  preaching  by  John 


Smith,  a close  friend  of  Wheelock,  led  to 
an  open  conflict  between  the  trustees 
and  the  president.  It  seems  that  part  of  a 
newly-appointed  divinity  professor’s 
duties  included  replacing  Smith  as  pas- 
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tor  of  the  Hanover  Church.  The  congre- 
gation, having  put  up  with  Smith’s  dron- 
ing sermons  for  years,  was  delighted, 
but  the  cantankerous  Wheelock  insisted 
that  Smith  remain  as  pastor.  When  no 
compromise  could  be  reached,  the 
congregation  split  with  most  of  the 
members  shifting  to  a Congregational 
form  of  church  governance.  Smith, 
Wheelock  and  a few  loyal  parishioners, 
however,  remained  true  to  the  old,  auto- 
cratic Presbyterian  model.  The  trustees 
publicly  opposed  Wheelock’s  position  in 
this  matter  and  began  to  move  against 
him.  The  battle  reached  fever  pitch  in 
the  summer  of  1815  when  the  trustees 
removed  Wheelock  from  office  and 
appointed  Reverend  Francis  Brown  as 
president  of  the  college.  Wheelock 
sought  redress  from  the  trustees’  actions 
by  appealing  to  the  New  Hampshire  leg- 
islature. He  asked  the  legislature  to  form 
a committee  to  investigate  the  trustees 
who,  according  to  Wheelock,  were 
moving  “to  complete  the  destruction  of 
the  original  principles  of  the  College...” 

Politics  in  New  England  at  the  time 
of  the  Dartmouth  controversy  was 
undergoing  dramatic  changes  with  the 
Federalist  Party  falling  into  disfavor  and 
Jeffersonian  Republicanism  gaining 
popularity.  In  1816,  Republicans  gained 
control  of  the  New  Hampshire 
government,  and  the  new  Republican 
governor,  William  Plumer,  was  only  too 
happy  to  intervene  in  the  Dartmouth 
matter.  Since  most  institutions  of  higher 
learning  at  the  time  were  viewed  as 
strongholds  of  Federalism,  Republicans 
were  anxious  to  use  their  political 
power  to  institute  change  in  the  “elitist” 
educational  system  of  the  Federalists. 

In  the  summer  of  1816,  legislation 
was  passed  that  transformed  Dart- 
mouth College  into  a state  institution. 
The  legislation  increased  the  number 
of  trustees  from  iz  to  zi,  changed  the 
name  of  the  school  to  Dartmouth 
University,  placed  the  trustees  under 
the  control  of  a governor-appointed 


board  of  overseers,  and  set  into 
motion  the  constitutional  question 
that  would  ultimately  be  decided  by 
the  United  States  Supreme  Court. 

The  trustees’  resistance  to  the  state 
takeover  led  to  the  unusual  circum- 
stance of  two  different  Dartmouths  — 
the  state  university  and  the  private  col- 
lege— sharing  the  same  campus.3 
When  former  college  treasurer  William 
Woodward,  who  now  worked  for  the 
university,  refused  to  turn  over  impor- 
tant documents  to  the  college  trustees, 
the  trustees  filed  suit  against  him  in  the 
now  famous  Trustees  of  Dartmouth  vs. 
Woodward  case. 

The  case  hinged  on  the  contract 
clause  of  the  United  State  Constitution, 
which  forbids  states  from  passing  laws 
that  impair  the  obligation  of  contracts. 
The  case  was  first  heard  by  the 
Superior  Court  of  New  Hampshire. 
Counsel  for  the  college  argued  that  the 
corporate  charter  establishing  the 
college  was  a contract  between  the 
college  and  the  state.  Furthermore,  they 
contended  that  the  school’s  charter  was 
protected  under  the  contract  clause. 
Woodward’s  attorneys  argued  that 
since  the  college  was  operated  for  the 
benefit  of  the  public,  the  state  had 
every  right  to  interfere  in  its  operations. 

No  one  was  surprised  when  the 
Republican,  dominated  Superior  Court 
ruled  against  the  college.  In  his 
decision,  Chief  Justice  William  M. 
Richardson  ruled  that  the  contract 
clause  did  not  apply  because  Dart- 
mouth, as  a public  corporation,  should 
be  under  state  control.4  The  stage  was 
now  set  for  an  appeal  to  the  United 
States  Supreme  Court. 

Daniel  Webster,  a Dartmouth 
College  alumnus,  argued  the  case  before 
the  Supreme  Court  on  behalf  of  the  col- 
lege.-' His  moving  oratory  was  said  to 
have  brought  tears  to  the  eyes  of  Chief 
Justice  John  Marshall.  Since  the  case 
was  argued  late  in  the  1818  term,  the 
justices  agreed  to  take  up  the  issue  again 


in  the  next  term.  A decision  was 
reached  at  the  beginning  of  the  1819 
term  in  favor  of  the  college.  Marshall, 
basing  his  reasoning  not  on  natural  law 
or  common  law  but  solely  on  the 
Constitution,  ruled  that  Dartmouth 
College’s  1769  corporate  charter  was 
indeed  protected  by  the  contract  clause 
of  the  U.  S.  Constitution.  The  decision 
for  the  college  meant  the  end  of 
Dartmouth  University,  but  more 
importantly  it  meant  that  corporations 
whether  they  be  institutions  of  higher 
learning  or  businesses  were  protected 
by  the  contract  clause  from  undue 
governmental  interference. 

The  significance  of  Dartmouth  vs. 
Woodward  has  often  been  overblown. 
Author  Fouis  Menand  disparagingly 
writes  of  the  decision,  “As  Marshall  and 
Webster  intended,  the  decision 
expanded  the  privileges  of  private  prop- 
erty against  the  claims  of  public  interest, 
and  it  helped  to  unleash  capitalist  enter- 
prise in  nineteenth-century  America.” 
Historian  Robert  V.  Remini  sees  the 
decision  as  a positive  action  that  helped 
“promote  economic  expansion  over  the 
next  several  decades  by  protecting 
corporate  activities  from  interference  by 
local  legislatures.”  But  the  Dartmouth 
decision  should  only  be  seen  as  the 
beginnings  of  an  effort  to  define  the 
relationship  between  corporations  and 
government.  It  was  not  the  final  word, 
and  it  did  not  totally  bar  government 
from  interfering  with  business.  What  it 
did,  as  a first  step,  was  to  give  the  term 
“corporation”  a clear  legal  definition 
and  assign  to  corporations  the  same 
rights  given  to  individuals  under  the 
Constitution.  Marshall’s  definition  of  a 
corporation  as  “an  artificial  being, 
invisible,  intangible,  and  existing  only  in 
contemplation  of  the  law”  can  still  be 
found  in  many  finance  textbooks.6  From 
this  definition,  a distinctly  American 
idea  of  the  corporation  based  on  the 
Constitution  continues  to  evolve.  The 
Dartmouth  decision  did  not  excuse  any 
continued  on  page  3 6 


Financial  History  ~ Winter  zooi 


WWW.FINANCIALHISTORY.ORG 


13 


THE  INVENTOR 
AND  THE  INVESTOR 


With  every  great  invention  comes 

A GREAT  INVESTOR,  FOR  WITHOUT  SUFFICIENT 
FINANCIAL  BACKING,  EVEN  THE  MOST 
REVOLUTIONARY  IDEAS  WOULD  BE  DOOMED. 


By  Kristin  Aguilera 
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By  the  age  of  3 i,  Thomas  Edison  was 
already  a well-known  entrepreneur 
with  inventions  including  the  telegraph, 
universal  stock  ticker,  telephone  and 
phonograph.  Throughout  his  lifetime, 
he  would  register  nearly  1,100  licenses, 
averaging  two  patents  per  month  for  40 
years.  But  in  the  fall  of  1878,  his 
concentration  was  focused  on  just  one 
invention — the  electric  lightbulb. 


Nfiuvelle  lanipp  0 lpetri»|Hf  d'tdisOii. 

I.  Cliarbon  tic  pipirreu  fer  theval.  — Ensemhlr  tlu  *y-»temo. 


Diagram  of  Edison’s  electric  lamp. 


Prior  to  electric  lighting,  candles 
and  gas  lamps  illuminated  homes  and 
buildings,  while  streets  and  large 
spaces  were  lit  by  “arc  lighting”  — 
large  electrical  arcs  created  between 
two  carbon  electrodes.  In  early 
September  1878,  Edison  was  inspired 
to  create  a mild  and  safe  lightbulb  to 
replace  home  gas  lights  after  viewing 
an  exhibition  of  glaring  500-candle- 
power  arc  lights  at  a Connecticut 
lighting  plant.  Within  weeks,  he  suc- 
cessfully passed  a current  through  a 
wire  filament  in  a partially-evacuated 
bulb,  causing  a brief  incandescence. 

On  September  16,  Edison  boldly 
announced  that  he  planned  to  light 
downtown  Manhattan  with  the  first- 
ever  electrical  lighting  system.  He  was 
convinced  that  his  invention  was 
ready  for  such  a test,  and  he  promised 
in  a local  newspaper  that  one  500 
horsepower  engine  would  be  sufficient 


to  illuminate  the  entire  area.  He  also 
promised  that  a system  would  be  in 
place  within  weeks,  and  that  it  would 
be  less  expensive  than  gas  lighting. 
As  a result,  gas  company  stocks  plum- 
meted 15-50  percent. 

Morgan,  though  not  usually  one  to 
invest  in  an  unestablished  venture,  was 
immediately  taken  by  Edison’s  latest 
endeavor.  He  authorized  Grosvenor  P. 


unlike  his  son,  Junius  was  skeptical  of 
the  investment.  Thus,  Morgan  financed 
the  project  without  his  father’s  backing. 

The  development  of  a widely- 
available  electric  light  also  required 
considerably  more  time  than  Edison  or 
his  investors  initially  believed.  His 
promise  to  illuminate  lower  Manhattan 
in  a matter  of  weeks  proved  to  be  opti- 
mistic, and  by  1882  such  a system  was 


“[|  HAVE  BEEN]  VERY  MUCH  ENGAGED  FOR  SEVERAL 
DAYS  PAST  ON  A MATTER  WHICH  IS  LIKELY  TO  PROVE 
MOST  IMPORTANT.  . .TO  THE  WORLD  AT  LARGE  [AND] 

TO  US  IN  PARTICULAR  IN  A PECUNIARY  POINT  OF  VIEW. 

Secrecy  at  the  moment  is  so  essential  that  I do 

NOT  DARE  TO  PUT  IT  ON  PAPER.  SUBJECT  IS 

Edison’s  electric  light.” 

-J.P.  Morgan,  in  a letter  to  Walter  Burns, 

October  20,  I 878 


Lowrey,  his  attorney,  to  organize  fund- 
ing for  the  incandescent  light.  Financ- 
ing for  the  project  was  secured  barely  a 
month  later,  on  October  15,  when  13 
men  — including  Edison  and  Lowrey  — 
incorporated  the  Edison  Electric  Light 
Company  with  an  original  stock  issue 
of  3,000  shares  at  $100  each.  Edison 
retained  half  of  the  shares,  and  a small 
investment  syndicate  purchased  the 
remainder.  They  paid  for  500  shares 
immediately,  giving  Edison  $50,000. 

But  while  this  start-up  capital  was 
enough  to  get  the  project  underway,  the 
company  would  require  significant  addi- 
tional funds  to  succeed  on  a national 
and  international  level.  And  who  better 
to  turn  to  than  the  Morgan  Bank,  which 
already  had  extensive  experience  in 
organizing  international  funding  for 
American  businesses?  J.P.  Morgan 
proposed  the  idea  to  his  father,  founder 
of  the  Morgan  Bank  in  England,  but 


still  not  in  place.  As  months  and  years 
passed  without  a marketable  product, 
bankers  grew  increasingly  skeptical. 
In  1879,  the  board  of  the  Edison 
Electric  Light  Company  refused  to  raise 
additional  capital  on  the  earlier  terms, 
reasoning  to  Morgan  that  “you  agreed 
to  give  them  an  electric  light  and  they 
agreed  to  give  you  $50,000.” 

In  1880,  the  company  did  increase 
its  capital  stock  to  $480,000,  and 
most  of  the  shares  were  sold  for  cash. 
For  additional  cash  to  fund  lightbulb 
manufacturing  companies,  Edison 
sold  many  of  his  shares  and  borrowed 
additional  funds  from  friends.  Later 
that  year,  Drexel,  Morgan  helped 
incorporate  the  Edison  Electric  Illumi- 
nating Company  to  build  a central 
power  station  in  lower  Manhattan. 

Drexel,  Morgan  held  the  company’s 
deposits,  arranged  loans,  and  widely 
promoted  the  electric  light.  By  1881, 
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Thomas  Edison  in  his  Menlo  Park  laboratory,  circa  1920s. 


J.  Pierpont  Morgan 


the  light  was  ready  for  exhibition  and 
debuted  at  world’s  fairs.  The  following 
year,  Morgan  put  Edison’s  lights  on 
display  in  New  York  at  Drexel,  Mor- 
gan’s headquarters  at  23  Wall  Street. 
On  September  4,  106  lamps  filled  the 
office  building,  and  the  electric  current 
was  turned  on  from  the  central  power 
station.  At  exactly  3:00  p.m.,  Edison 
flipped  a switch,  and  the  building 
glowed  with  light.  He  then  told  a 
reporter  from  the  New  York  Sun, 
“I  have  accomplished  all  I promised.” 

Also  in  1882,  Morgan’s  new  house 
at  219  Madison  Avenue  became  the 
first  private  New  York  residence  to  be 


lit  entirely  by  electric  lights.  The  light- 
ing system  was  comprised  of  a steam 
engine  beneath  the  stables  behind  his 
house  and  a wiring  system  that  enabled 
Morgan  to  turn  on  the  lights  on  the 
first  floor,  hallway,  and  cellar  by  turn- 
ing a knob  in  his  bedroom.  The  system, 
however,  got  off  to  a shaky  start. 

The  original  wiring  did  not  pass  the 
inspection  of  Edison’s  chief  lieutenant, 
Edward  H.  Johnson,  who  ended  up 
rewiring  the  entire  house  before  the 
Morgans  moved  in.  Even  with  the 
improved  wiring,  the  generator  was  so 
loud  and  produced  so  much  smoke 
that  neighbors  complained  and 


Morgan  was  furious.  A second  round 
of  improvements  — in  which  rubber 
supports  were  set  under  the  engine, 
the  house  was  lined  with  felt,  and  a 
trench  was  dug  to  funnel  smoke  — 
solved  many  of  the  initial  problems, 
but  the  worst  was  yet  to  come. 

One  evening,  while  the  Morgans 
were  at  the  opera,  the  wiring  in  the 
library  set  fire  to  Morgan’s  desk.  The 
following  day,  Morgan  once  again 
called  upon  Johnson  to  inspect  and 
improve  the  system.  Johnson  admitted 
that  faulty  wiring,  and  not  faulty  light 

continued  on  page  3 7 
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Harold  E.  Doley,  Jr.: 


From  the  BIG  EASY 

10  DIO  BIG  BOARD 


By  Sanford  Wexler 

Harold  E.  Doley,  Jr.  first  visited  the  New  York  Stock 
Exchange  when  he  was  13  years  old.  The  African-Amer- 
ican youngster  from  New  Orleans  was  visiting  New  York 
with  his  parents  on  a sightseeing  trip. 

The  year  was  i960.  Five  years  earlier,  a 42-year-old 
black  seamstress  named  Rosa  Parks  refused  to  move  to 
the  back  of  the  bus  in  Montgomery,  Alabama.  A young 
and  courageous  minister,  the  Rev.  Dr.  Martin  Luther 
King  Jr.,  had  made  front  page  news  across  the  country 
and  throughout  the  world  for  successfully  desegregating 
the  Montgomery  bus  line. 

Although  there  were  no  “whites  only”  signs  posted  on 
Wall  Street  in  the  early  1960s,  it  was  still  mostly  an  all-male, 
white  club.  “I  was  fascinated  by  Wall  Street  immediately  — 
the  wealth  and  the  chauffeured  driven  limousines,”  Doley 
recalled  in  his  folksy  Louisiana  drawl.  “This  is  where  the 
power  of  the  United  States  and  the  world  was  located. 


but  also  a way  for  her  to  keep  close 
tabs  on  her  young  children. 

“I  controlled  who  my  children 
played  with  — your  aunts  and  uncles,” 
she  once  told  Doley.  “Because  1 
bought  the  block  and  I rented  to  who 
I wanted  my  children  to  play  with.” 

Doley  credits  his  grandmother’s 


A young  Harold  Doley.  At  the  age  of  26,  he  became 
the  first  African-American  to  own  a seat  on  the  NYSE. 


I decided  back  then  that  I wanted  to  be  a 
part  of  this  and  own  a seat  on  the  New 
York  Stock  Exchange.” 

Today,  Doley,  54,  owns  a seat  on 
the  Big  Board  and  is  president  of  Doley 
Securities,  the  third  oldest  black- 
owned  investment  banking  and  bro- 
kerage firm  in  the  country.  The  New 
Orleans  native  holds  the  distinction  of 
being  the  first  African-American  indi- 
vidual to  purchase  a seat  on  the  NYSE. 
(Seats  were  previously  puchased  by  the 
black-owned  firms  of  Daniels  &C  Bell 
and  First  Harlem  Securities.) 

Thanks  to  his  maternal  grand- 
mother, Doley  became  acquainted  with 
the  world  of  finance  and  investing  at  a 
young  age.  His  grandmother,  Mattie 


Wall,  invested  in  real  estate  and  owned 
several  residential  properties  in  a small 
town  outside  of  Dallas,  Texas. 

“I  remember  her  sitting  in  her  back- 
yard and  people  would  come  to  pay 
her  their  rent  on  Saturdays,”  Doley 
said.  “That  was  the  most  amazing 
thing  for  me  as  a young  boy  to  see 
people  bringing  my  grandmother 
money  as  she  sat  in  her  backyard.” 

Later,  while  attending  college  and 
living  in  a dormitory,  his  grandmother 
imparted  some  valuable  advice  that  he 
still  remembers.  “You  should  buy 
property,”  she  advised  young  Doley, 
“not  rent.” 

For  Doley’s  grandmother,  investing 
in  real  estate  was  not  only  for  profit 


real  estate  savvy  with  pointing  him  in 
the  direction  of  becoming  an  entrepre- 
neur. “That  exposure  let  me  know 
that  1 would  be  in  business  for 
myself,”  he  said. 

By  the  time  Doley  turned  21,  he 
had  saved  up  enough  money  to 
purchase  an  apartment  building  in 
downtown  New  Orleans. 

In  his  senior  year  at  Xavier  Univer- 
sity in  New  Orleans,  Doley  undertook 
a massive  direct  mail  campaign  to 
dozens  of  NYSE  member  firms  who 
had  branch  offices  in  New  Orleans.  He 
landed  three  job  offers,  including  one 
from  Bache  & Co.  (now  Prudential 
Securities)  as  a stockbroker  trainee. 

Upon  graduation  from  college  in 
1968,  Doley  headed  north  to  New 
York  City,  where  he  attended  the 
firm’s  training  program.  “It  was  a 
different  process  back  then,”  he  said, 
“you  trained  on  Wall  Street.” 

Working  on  Wall  Street  in  the  1960s 
was  an  exhilarating  experience  for  Doley. 
“I  was  amazed  that  African-Americans 
were  not  shining  shoes  on  Wall  Street,” 
he  recalled.  “They  did  not  clean  up  the 
floor  of  the  stock  exchange  or  the  office 
buildings.  This  work  was  being  done  by 
recent  European  immigrants,  which  was 
very  different  from  the  South.” 

Although  he  was  well  on  his  way  to 
becoming  one  of  New  Orleans’s  most 
successful  black  stockbrokers,  Doley 
never  lost  sight  of  his  dream  of 
becoming  a member  of  the  New  York 
Stock  Exchange. 

He  met  with  Harry  A.  Jacobs,  Jr., 
who  at  the  time  was  chairman  and  chief 
executive  of  Bache  and  now  is  a senior 
director  with  Prudential  Securities. 

Doley  explained  to  Jacobs  that  he 
wanted  to  work  as  a trader  on  the 
floor  of  the  New  York  Stock 
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Exchange,  and  Jacobs  was  quite  sup- 
portive. The  senior  executive  set  in 
motion  the  process  for  Doley  to  work 
for  Bache  on  the  NYSE  trading  floor. 

But  before  Doley  could  become  a 
full-fledged  floor  trader,  he  had  to 
undergo  a battery  of  interviews  and 
psychological  exams.  To  his  utter  sur- 
prise, Doley  found  that  the  exams  indi- 
cated he  was  not  trading  floor  material. 

Doley  once  again  met  with 
Jacobs  to  discuss  working  for 
the  firm  at  the  NYSE.  “The 
floor  doesn’t  seem  to  be  what 
you  really  want,”  he  told 
Doley.  The  young,  aspiring 
floor  trader  fired  back,  “I 
know  it’s  what  I want.” 

Jacobs  was  sympathetic  to 
Doley’s  dream  of  becoming  a 
NYSE  floor  trader.  “If  you 
believe  in  it,”  he  advised, 

“then  you  are  going  to  have  to 
do  it  yourself.” 

A few  years  later,  in  1973, 

Doley  scraped  together 
enough  cash  to  buy  a seat  on 
the  Big  Board.  He  still 
remembers  exactly  what  he 
paid  for  the  seat — $97,500. 

“I  wanted  to  become  a mem- 
ber by  the  age  of  25,”  he 
said.  “I  made  it  at  26.” 

On  the  floor  of  the  New 
York  Stock  Exchange,  the 
only  color  that  counts  is  the 
color  of  money.  That’s  why 
floor  traders  at  the  busy  exchange 
hardly  noticed  Doley’s  arrival.  The 
traders  are  a good-humored  group  who 
enjoy  razzing  their  fellow  traders.  On 
his  first  day  at  the  exchange,  Doley 
recalled  that  one  floor  broker  passed  by 
his  booth  and  shouted  out,  “Only  in 
America!  Only  in  America!” 

“It  was  hilarious,”  he  said.  Doley 
soon  discovered  that  he  was  not  cut 
out  to  be  a floor  trader.  “I  was  a $2 
broker  and  I hated  it,”  he  said.  “Those 
psychological  exams  were  accurate, 
but  I didn’t  want  to  accept  that.” 

Realizing  that  he  did  not  want  to 
spend  his  life  standing  on  his  feet  all  day 


and  hollering  out  buy  and  sell  orders  at 
the  NYSE,  Doley  decided  in  1975  to 
form  his  own  brokerage  firm,  Doley 
Securities.  Headquartered  in  his  home- 
town of  New  Orleans  with  a branch 
office  in  New  York,  today  the  firm  has 
some  15  employees.  Its  clients  include 
high-net  worth  individuals  and  Fortune 
500  companies,  as  well  as  many  black 
insurance  companies  and  colleges. 


Doley,  pictured  here  at  Federal  Hall, 
now  owns  his  own  brokerage  firm,  Doley  Securities. 

The  firm  also  handles  transactions  for 
some  of  the  nation’s  largest  mutual 
funds  and  pension  funds. 

Over  the  past  25  years,  Doley  has 
witnessed  a slew  of  changes  for  the 
better  on  the  “Street.”  “African-Ameri- 
cans today  work  on  the  New  York 
Stock  Exchange  floor  as  clerks,  brokers 
and  specialists,”  he  noted. 

Doley  is  highly  regarded  by  many 
of  his  peers,  especially  by  the  increasing 
number  of  minorities  who  are  heading 
up  their  own  firms.  For  example, 
Cuban-born  Leo  Guzman,  president  of 
the  Miami-based  brokerage  firm, 
Guzman  & Company,  and  the  first 


Hispanic  to  become  a member  of  the 
New  York  Stock  Exchange,  believes 
Doley  exemplifies  Wall  Street  at  its  best. 
“Harold  is  a throw-back  to  the  old  Wall 
Street  that  is  unfortunately  slipping 
away,”  Guzman  said.  “He  lives  by  the 
Latin  motto,  dictum  menum  pactum 
— my  word  is  my  bond.” 

The  ambitious  teenager  who  was 
once  in  awe  of  those  who  wheeled  and 
dealed  on  Wall  Street  is  now 
one  of  the  Street’s  movers  and 
shakers.  He  also  lives  in  a 
grand  style.  Doley  makes  his 
home  in  a 35-room  mansion 
in  Irvington,  New  York  that 
belonged  to  Madam  C.J. 
Walker  during  the  early  part 
of  the  last  century.  She  created 
a popular  line  of  hair  products 
for  African-American  women 
and  was  the  nation’s  first 
black  female  millionaire.  The 
sprawling  8 3 -year-old  estate, 
known  as  Villa  Lewaro,  is  a 
National  Historic  Landmark. 

Doley,  who  is  still  a rela- 
tively young  man,  has 
already  achieved  legendary 
status  among  many  Wall 
Street  professionals  — both 
black  and  white.  He  has 
indeed  paved  the  way  for 
both  African-Americans  and 
other  minorities  to  succeed 
and  prosper  on  Wall  Street. 
Perhaps  one  day  Doley  will 
receive  the  kind  of  tribute  that  has 
been  bestowed  upon  an  African- 
American  entrepreneur  that  he  has 
admired  ever  since  he  first  set  eyes  on 
her  palatial  home  over  30  years  ago  — 
Madam  C.J.  Walker.  Doley  can 
undoubtedly  relate  to  her  remarkable 
story.  “She  was  a self-made  million- 
aire,” he  emphasized.  HD 


Sanford  Wexler  is  a reporter  with 
Traders  magazine  and  is  the  author  of 
The  Civil  Rights  Movement:  An  Eye- 
witness History  (Facts  On  File,  1999). 
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The  September  h attacks  on  the 
World  Trade  Center  struck  the  heart  of 
the  nation’s  financial  capital  more 
fiercely  than  any  other  event  in  history. 
Virtually  every  member  of  New  York’s 
financial  community  was  touched  by 
tragedy  that  day,  as  colleagues,  friends, 
family  members,  and  companies  per- 
ished in  what  was  once  the  symbol  of 
America’s  business  might. 

But  while  the  extent  of  the  physical 
and  psychological  devastation  left  in 
the  wake  of  the  recent  attacks  was 
unprecedented,  history  reveals  that 
Wall  Street  is  no  stranger  to  catastro- 
phe. Historian  Charles  R.  Geisst 
wrote  in  ioo  Years  of  Wall  Street, 
“The  capital  of  capitalism  always 
attracted  attention  from  those  intent 
on  making  a point.” 

Indeed,  it  has. 

In  addition  to  several  economic  and 
financial  disasters  since  trading  began 
under  a buttonwood  tree  in  1792,  Wall 
Street  has  also  weathered  many  physi- 
cal crises  including  fires,  bombings, 
building  collapses,  and  other  more 
mysterious  attacks,  such  as  the  release 
of  tear  gas  into  the  New  York  Stock 
Exchange’s  ventilation  system  in  1933. 


There  is  much  to  be  learned  by 
studying  how  the  financial  markets 
have  reacted  to  disasters  in  the  past, 
from  attacks  in  the  Financial  District  to 
other  national  and  international  crises. 

While  catastrophes  have  more  often 
than  not  resulted  in  short-term  market 
losses,  due  largely  to  investor  uncer- 
tainty, the  periods  of  market  downturns 
have  almost  always  been  followed  by 
short-term  gains  and  occasionally  even 
strong  long-term  bull  markets.  The 
Cuban  Missile  Crisis,  President 
Kennedy’s  assassination,  the  1993 
World  Trade  Center  bombing,  and  the 
Oklahoma  City  bombing  are  all  exam- 
ples of  strong  market  recoveries. 

Wall  Street  file 

One  of  the  earliest  and  most  signifi- 
cant disasters  to  hit  Wall  Street 
occurred  on  December  16,  1835, 
when  a fire  ravaged  the  heart  of  the 
Financial  District.  The  blaze  broke  out 
in  a store  on  Merchant  Street  and 
spread  through  a 20-square-block 
area  bounded  by  Wall  Street,  Broad 
Street,  Coenties  Slip  and  the  East 
River,  destroying  more  than  700 
buildings  in  its  path. 


Of  the  lost  facilities,  the  most  signif- 
icant was  the  Merchants’  Exchange,  a 
relatively  new  building  constructed  in 
182.7  to  accommodate  the  city’s 
numerous  merchants.  When  the  flames 
engulfed  the  building  at  1:00  a.m., 
they  spread  rapidly  through  the 
rotunda,  where  they  destroyed  all  mer- 
chandise and  caused  the  dome  to  col- 
lapse. The  building  also  housed  the 
New  York  Stock  & Exchange  Board 
(now  the  New  York  Stock  Exchange) 
on  the  second  floor,  but  their  records 
were  salvaged  from  the  burning  build- 
ing by  a faithful  watchman,  J.R. 
Mount,  who  received  a $100  reward 
for  his  efforts.  This  allowed  the  Board 
to  resume  trading  immediately  in  tem- 
porary quarters  while  a new  perma- 
nent office  was  constructed. 

In  the  aftermath  of  the  destruction, 
23  of  New  York’s  26  fire  insurance 
companies  declared  bankruptcy,  and 
the  extreme  loss  of  local  business  left 
the  city’s  economy  in  shambles. 

Two  weeks  after  the  fire,  New  York 
City  leaders  convened  to  map  out  a 
recovery  plan.  They  would  receive  no 
federal  funding  for  disaster  relief,  but 
were  permitted  by  the  state  to  sell 


HURRICANE  OF  1938  PEARL  HARBOR 

September  21,  1938  December  7,  1941 


WWW.FINANCIALHISTORY.ORG 


21 


Financial  History  ~ Winter  2001 


reconstruction  bonds.  Within  five 
months,  a larger  and  sturdier  Mer- 
chants’ Exchange  was  under  construc- 
tion. It  took  only  a year  for  the  entire 
area  to  be  completely  rebuilt  and 
transformed  into  a state-of-the-art 
business  district. 

The  abundance  of  new  buildings 
attracted  bankers  and  financiers  from 
other  areas  of  the  city  and  country,  and 
before  long  Wall  Street  began  to  earn  its 
reputation  as  a global  financial  center. 

Morgan  Boult  Bombing 

Nearly  a century  later,  Wall  Street  was 
again  hit  by  catastrophe,  but  this  time 
it  was  no  accident.  Just  before  noon 
on  Wednesday,  September  16,  1920,  a 
horse-drawn  wagon  covered  with  a 
canvas  tarpaulin  pulled  to  a stop  on 
the  north  side  of  Wall  Street  across 
from  the  House  of  Morgan.  The  dri- 
ver abandoned  the  wagon  and 
blended  in  with  the  lunchtime  crowd 
before  the  dynamite-packed  wagon 
exploded.  Debris  ricocheted  through 
the  canyons  of  the  Financial  District 


and  shattered  windows  as  far  as  half  a 
mile  away.  The  bombing  was  likely  an 
attempt  to  steal  the  $900  million 
worth  of  gold  ingots  being  transferred 
that  day.  If  that  was  the  intent,  how- 
ever, the  heist  was  unsuccessful,  as  no 
gold  was  stolen. 

The  attack  killed  38  people  and 
injured  more  than  300.  Junius  Mor- 
gan, grandson  of  company  founder  J. 
Pierpont  Morgan,  suffered  only  minor 
injuries  to  his  hand.  J.P.  “Jack”  Mor- 
gan, Jr.,  then  president  of  the  bank, 
was  traveling  in  Scotland  at  the  time 
of  the  attack.  When  he  returned,  he 
found  his  building  pock-marked  from 
the  explosion.  These  marks  can  still  be 
seen  on  the  facade  of  the  Morgan 
building  today. 

Both  the  House  of  Morgan  and  the 
New  York  Stock  Exchange,  located 
across  the  street,  closed  that  day  but 
reopened  for  business  the  following 
day.  When  trading  resumed,  stock 
prices  moved  upward.  At  the  time  of 
the  attack,  more  than  3 million  people 
worked  in  the  factories,  warehouses, 


department  stores,  specialty  shops, 
and  skyscrapers  on  Wall  Street,  where 
one-third  of  New  York  City’s  work- 
force was  employed  in  white  collar 
jobs.  Bolshevik  groups  and  anarchists 
were  accused  of  the  bombing  of  the 
Morgan  Bank,  but  no  one  was  ever 
brought  to  trial. 

Frm  Tavern  Bombing 

Fifty  years  after  the  Morgan  bombing, 
an  attack  on  New  York’s  financial 
community  came  not  as  Wall  Streeters 
worked,  but  as  they  dined.  Fraunces 
Tavern,  which  housed  the  Depart- 
ments of  Foreign  Affairs,  the  Treasury, 
and  War  when  New  York  was  the 
nation’s  capital  in  the  18th  century, 
evolved  into  a restaurant  in  the  19th 
century  and  added  a museum  in  the 
early  20th  century.  Financiers  had 
been  lunching  at  Fraunces  Tavern  for 
150  years  when  terror  struck  this  Wall 
Street  landmark  in  January  1975. 

Four  were  killed  and  more  than  50 
were  injured  when  a bomb  detonated 
in  the  Fraunces  Tavern  restaurant. 
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Both  the  tavern  and  the  building’s  only 
other  occupant,  the  Anglers’  Club  of 
New  York,  were  damaged  but  restored 
within  a year.  FALN,  the  Puerto  Rican 
nationalist  group,  claimed  responsibil- 
ity. Eventually,  the  police  tied  the 
attack  to  13  other  bombings. 

Fraunces  Tavern  recently  underwent 
a $1  million  renovation  and  reopened 
in  Summer  zooi  to  once  again  cater  to 
the  Wall  Street  community. 

World  Trade  (enter  Bombing 

When  a nitrourea  bomb  weighing 
more  than  1,000  pounds  detonated  in 
the  parking  garage  of  the  World  Trade 
Center  on  February  26,  1993,  it  was 
the  first  foreign  terrorist  attack  on 
American  soil.  The  bomb,  concealed 
in  a yellow  Ryder  Econoline  van 
below  the  buildings,  blasted  an  L- 
shaped  crater  measuring  130  feet  wide 
by  150  feet  long.  The  explosion  killed 
six,  injured  1,042,  caused  more  than 
50,000  to  evacuate,  and  left  terrified 
school  children  trapped  in  a smoke- 
filled  elevator  for  hours. 


Until  September  1 1,  2001,  the  1993 
World  Trade  Center  bombing  was  the 
largest  incident  ever  handled  in  the 
128-year  history  of  the  New  York  Fire 
Department.  It  was  the  equivalent  of  a 
16-alarm  fire,  and  it  took  11  hours  for 
firefighters  to  evacuate  the  towers. 

While  many  Americans  felt  more 
vulnerable  after  the  attack  than  ever 
before,  the  stock  market  was  virtually 
unaffected.  In  fact,  the  Dow  was  up  at 
market  close  that  day,  dropped  only 
about  0.5%  the  next  day,  and  ended 
up  positive  for  the  week.  A month 
later  and  six  months  later,  it  was  still 
on  the  rise,  as  the  bull  market  of  the 
1 990s  charged  on. 

Investors  may  be  surprised,  two  or 
three  years  from  now,  to  see  how 
resilient  the  market  has  turned  out  to 
be  after  the  horrific  events  of  Septem- 
ber 11,  2001.  Though  it  is  impossible 
to  plot  the  exact  course  the  market 
will  take  in  the  months  and  years  to 
come,  a long-term  market  downturn 
due  to  the  attacks  would  be  entirely 
without  historical  precedent.  ED 


Kristin  Aguilera  is  the  Museum's 
Communications  Director  and  the 
editor  of  Financial  Flistory  magazine. 
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THE  IMF: 

The  International  Monetary  Fund  (IMF)  has 
survived  under  criticism  for  more  than  50 
years.  Even  its  birth  pangs  were  difficult.  Prior 
to  its  launch,  the  original  U.S.  and  British 
founding  delegations  wrangled  over  its  fun- 
damental rules.  After  plenty  of  horse-trading 
and  fierce  negotiations,  they  eventually 
compromised.  But  soon  its  member  coun- 
tries' activities  were  circumventing  their 
agreements  and  commitments.  During  its 
initial  rocky  phase,  the  organization  accom- 
plished little,  and  dispersed  few  funds. 
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Established  at  a conference  at  Bretton 
Woods,  New  Hampshire,  in  1944,  the 
IMF  was  designed  to  create  a structure 
for  international  exchange  rate  stabil- 
ity. The  allied  countries  hoped  to 
revive  the  benefits  of  the  gold  standard 
regime,  which  had  worked  so  well 
until  1914,  while  trying  to  sidestep 
some  of  the  pitfalls  of  the  gold  system. 

The  leading  Treasury  experts  of  the 
day,  notably  John  Maynard  Keynes 


and  Harry  Dexter  White,  devised  the 
blueprint  for  the  fund.  These  original 
architects  had  taken  to  heart  the  eco- 
nomic lessons  of  the  war  years  and  the 
financial  debacles  of  the  [930s.  They 
were  determined  to  avoid  the  compet- 
itive devaluations,  tariffs  and  interna- 
tional trade  restrictions  that  had  exac- 
erbated the  worldwide  depression. 

Economists  believed  that  world 
trade  would  be  enhanced  by  a system 
of  fixed  currency  rates,  which  guaran- 
teed certainty.  That  way,  traders  would 
be  able  to  rely  on  “multilateral”  offsets 
among  many  nationalities,  and  avoid 
the  “bilateral”  relationships  and 
restricted  trading  blocs  of  the  1930s. 

Hence,  the  IMF  determined  to 
achieve  this  multilateral  environment 
by  insisting  that  all  currencies  be  readily 
convertible  into  gold  or  dollars.  At  that 
juncture  in  history,  everybody  agreed 
that  floating  rates,  exchange  controls 
and  devaluations  spelled  trouble,  and 
should  be  avoided.  So  they  set  up  a 
reserve  pool  of  funds  that  members 
could  draw  on,  if  they  needed  tempo- 
rary support  for  balance  of  payment 
problems.  But  what  would  happen  if 
persistent  national  deficits  or  surpluses 
required  devaluations  or  revaluations? 
While  the  founders  conceded  that 
structural  adjustments  would  need  to  be 
coordinated,  they  did  not  put  in  place  a 
well-planned  mechanism  for  doing  so. 

The  two  other  lynchpins  of  the  new 
order  were  set  up  to  complement  the 
goals  of  the  IMF.  The  World  Bank  was 
initially  conceived  to  provide  financing 
for  reconstruction  of  the  war-damaged 
economies.  A decade  later,  its  mission 
was  extended  to  furnishing  loans  for 
specific  projects  in  developing  countries. 

Through  the  General  Agreement  on 
Tariffs  and  Trade,  the  member  signa- 
tories hoped  to  parlay  the  monetary 
aims  of  the  IMF  directly  into  the  trad- 
ing arena.  By  adopting  a multilateral 
philosophy,  and  condemning  preferen- 
tial arrangements  and  discrimination, 
they  aspired  to  promote  a set  of  fair 
rules  for  all  participants. 
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The  IMF  played  a limited  role  at  first, 
dispersing  only  a total  of  $851  million 
by  1952.,  and  most  of  that  in  the  first 
year.  This  was  partly  because  the 
agreement  provided  for  a transitional 
period  until  1952,  during  which 
exchange  controls  could  remain  in 
place,  and  currencies  were  allowed  to 
float  in  a two  percent  band.  In  addi- 
tion, when  the  Marshall  Aid  program 
started  to  provided  large  loans  on 
generous  terms  to  European  countries 
in  1948,  the  IMF  blocked  access  to 
Marshall  recipients,  so  that  in  1950 
the  fund  was  not  utilized  at  all. 

The  most  critical  issue  was  that  the 
Europeans,  decimated  by  war,  had 
nothing  left  to  sell  to  earn  export 
earnings.  In  order  to  rebuild  their  dev- 
astated economies  they  needed  both 
more  liberal  credit  in  overdraft  facili- 
ties, and  permission  to  “discriminate” 
against  the  U.S.  dollar  — and  neither 
privilege  was  allowed  by  the  IMF.  In  a 
world  where  everyone  wanted  only 
dollars  to  buy  U.S.  goods,  the  green- 
back became  scarce.  The  only  solution 
was  for  countries  to  group  together, 
using  their  hard-earned  dollars  only 
for  necessities,  while  they  traded 
among  one  another  in  their  own 
currencies.  Their  governments  strictly 
controlled  all  payments  outside  their 
area.  Sterling  and  franc  blocs,  against 
the  IMF  rules,  took  that  route. 

Another  rival  mechanism,  the  Euro- 
pean Payments  Union  (EPU)  was  set 
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up  among  the  European  countries  as  a 
clearing  system  for  their  intra-Euro- 
pean payments.  This  alternative  device 
at  least  relieved  the  pressure  to  resort 
to  bartering,  while  currencies  were  still 
unconvertible.  The  IMF  did  not  wel- 
come the  EPU’s  rival  status,  nor  a sub- 
sequent challenge  in  the  form  of  the 
European  Coal  and  Steel  Community. 

The  participants  continued  to  chip 
away  at  the  core  principles  of  the  fund. 
A sweeping  set  of  devaluations  in  1949 
were  another  example  of  revised  inten- 
tions. While  the  fund  had  discouraged 
devaluations,  by  1948  it  became  clear 
that  drastic  action  was  needed  to  close 
the  dollar  gap  to  enable  the  Europeans 
to  earn  export  earnings  and  accumu- 
late reserves.  The  IMF  also  recognized 
that  the  1946  par  value  of  many  of  the 
currencies  was  distorted  and  did  not 
really  represent  realistic  purchasing 
power.  After  well-orchestrated  consul- 
tations between  the  IMF  board  and  the 
various  governments  — one  of  the 
IMF’s  actual  successes  — 19  countries 
devalued  by  approximately  30  percent. 
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The  constant  frictions  reflected  an 
ongoing  rivalry  between  the  Old  World 
and  the  New.  As  the  war  ended,  the 
U.S.  took  credit  for  having  made  an 
Allied  victory  possible,  and  fully 
intended  to  consolidate  its  position  as 
the  dominant  economic  power  with  an 
open-door  trading  policy.  Renewed 


prosperity,  brought  about  by  the  war 
spending,  confirmed  and  boosted 
Americans’  belief  in  capitalism  and 
economic  liberalism.  At  the  same  time, 
the  Yanks  harbored  a deep  suspicion  of 
the  Europeans’  imperial  past,  with  its 
capacity  for  trading  preferences. 

The  British,  on  their  side,  saw  their 
victory  as  a justification  for  their 
imperial  position,  and  were  determined 
to  preserve  the  importance  of  sterling 
and  maintain  a substantial  army  and 
their  role  as  a world  power.  They 
regarded  the  IMF  settlement  as  a vehicle 
of  U.S.  self-interest. 

Nevertheless,  the  lend-lease  war 
loans  from  the  U.S.  were  drying  up. 
Britain  urgently  needed  a replacement 
source  of  money.  The  American  Loan 
Agreement,  which  replaced  them, 
obligated  the  British  to  make  sterling 
convertible  within  two  years.  The  dis- 
astrous consequences  of  that  move 
resulted  in  the  near  depletion  of  the 
dollar  reserves,  and  the  pound’s  return 
to  inconvertibility.  Moreover,  the 


embarrassing  episode  had  notched  yet 
another  dent  in  the  IMF’s  credibility. 
After  1947,  member  nations  were 
even  more  inclined  to  flount  the  rules. 

The  war  had  irreversibly  changed 
the  political  climate  in  Europe,  too. 
Populations,  who  had  been  forced  to 


undergo  hardship  and  sacrifice, 
demanded  a different  kind  of  relation- 
ship with  their  governments.  A com- 
mitment to  full  employment  might  not 
easily  fit  into  the  IMF  requirements  to 
deflate  their  economies  to  keep  their 
currencies  in  line. 

Fortunately,  the  European  economies 
did  recover  rapidly  after  the  late  forties. 
In  fact,  by  1950,  most  countries  had 
attained  their  pre-war  levels  of  output, 
but  with  little  thanks  to  the  IMF. 
Perhaps  the  most  significant  catalysts 
for  such  growth  were  the  Marshall  Plan 
and  the  U.S.  penchant  for  direct 
investment,  in  itself  partly  a reaction  to 
the  failure  of  Gatt  to  establish  more 
open  trade  policies. 

To  the  extent  the  IMF  was  able  to 
coordinate  national  policies  and  avoid 
competitive  beggar-thy-neighbor  deval- 
uations, the  fund  was  helpful.  It  would 
indeed  continue  to  play  a major  part  as 
an  intermediary  during  the  crises  of  the 
1970s  and  beyond.  But  it  took  some 
time  to  find  its  legs,  and  by  the  time  it 


did  so,  the  Bretton  Woods  system  was 
already  doomed.  BO 

Vanessa  Drucker  is  a freelance  busi- 
ness writer  with  expertise  in  global 
capital  markets,  securities  analysis  and 
economic  issues. 


The  governing  boards  of  the  World  Bank  and  the  IMF,  September  z 4,  19  Y4- 
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May  we  have  your 

REMITTANCE,  PLEASE? 

By  K.  C.  Tessendorf 
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Edmund  Randolph,  the  second  US.  Secretary  of  State. 


When  Edmund  Randolph,  41, 
replaced  a disgruntled  Thomas  Jefferson 
as  Secretary  of  State,  he  entered  a Cabi- 
net abrasively  divided  over  the  thrust  of 
U.S./European  relations.  The  specific 
issue  was  whether  President  Washington 
should  sign  the  hard  peace  treaty  John 
Jay  had  negotiated  with  England,  and 
thereby  thoroughly  displease  the  young 
nation’s  historic  French  ally. 

The  new  Secretary  was  a former 
Virginia  governor  and  a popular  attor- 
ney who  as  Washington’s  lawyer  had 
over  zo  years  become  a close  friend. 

By  preference  a politician  of  consen- 
sus, Randolf  became  friendless  in  a 
Cabinet  charged  with  tension  over 
treaty  antagonisms.  Jefferson  described 
him  as  “the  poorest  chameleon  I ever 
saw,  having  no  color  of  his  own,  and 
reflecting  that  nearest  him.  When  he  is 
with  me  he  is  a Whig,  when  he  is  with 
Hamilton,  he  is  a Tory,  when  he  is  with 
the  President  he  is  that...  he  thinks  will 
please  him.” 

When  at  length  Randolph  decided  to 
oppose  ratification  of  the  British  treaty, 
he  aroused  the  wrath  of  the  New  Eng- 
land Tories,  who  wished  normalization 
of  commerce  with  Great  Britain.  The 
English  and  French  envoys  in  Philadel- 
phia were  passionately  active,  as  their 
future  careers  were  to  be  expanded  or 
terminated  according  to  Washington’s 
treaty  decision. 

At  this  time,  French  dispatches  were 
intercepted  on  the  high  seas  by  the 
Royal  Navy,  who  found  a letter  that 
implied  Randolph  had  made  overtures 
for  money  to  French  Envoy  Joseph 
Faucet.  By  swift  vessel,  that  letter  was 
sent  to  English  Envoy  George  Ham- 
mond at  Philadelphia.  He  delivered  it 
to  the  Tory  Secretary  of  Treasury, 
Oliver  Walcott,  who  shared  it  with  his 
aggressive  colleague  and  Secretary  of 
War,  Timothy  Pickering.  Pickering 
wrote  ominously  to  the  President,  who 
was  vacationing  at  Mount  Vernon, 
and  implored  his  return. 

Washington  responded,  and  on 
arrival  messaged  Pickering  to  report. 
The  two  Tories  came  to  Washington’s 


residence  at  the  dinner  hour,  which  he 
was  passing  convivially  with  Ran- 
dolph. Wine  glass  in  hand,  the  Presi- 
dent stepped  outside  with  Pickering. 

What  was  going  on?  The  tall,  bony 
New  Englander  severely  pointed  at  the 
door.  “That  man  is  a traitor!”  Though 
stunned,  the  emotionally  reticent 
Washington  heard  the  details  in  a 
composed  silence,  and  he  returned 
unaffectedly  to  complete  dinner  with 
his  accused  protege. 

A few  days  later,  Washington 
signed  the  Jay  Treaty.  Ele  called  in 


Randolph,  and  with  submerged  cru- 
elty asked  him  to  deliver  the  treaty  to 
George  Hammond.  A few  more  days 
passed  during  which  Washington 
maintained  the  close  relations  he  and 
Randolph  had  so  long  enjoyed. 

But  on  August  19,  1795,  when 
Randolph  arrived  for  his  accustomed 
solo  meeting  with  the  President,  he 
instead  entered  a Star  Chamber.  Picker- 
ing and  Wolcott  were  present  as  Wash- 
ington handed  Randolph  the  damning 
letter  and  requested  explanation.  Blind- 
sided,  Randolph’s  initial  response  was 
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mediocre;  then  Pickering  and  Wolcott 
were  allowed  stern  questioning. 

Sent  outside  like  a prisoner  awaiting 
verdict,  the  severely  injured  Randolph 
decided  to  resign.  He  locked  his  office, 
with  its  records,  paid  off  his  worried 
clerks  out  of  pocket,  and  sanctimo- 
niously deposited  the  key  at  the 
President’s  office,  going  away  to  Vir- 
ginia to  compose  righteous  rebuttals. 

His  labors  were  interrupted  by  a let- 
ter from  Pickering,  standing  in  as  Secre- 
tary of  State  while  Washington  hunted  a 
successor.  There  appeared  to  be  discrep- 
ancies in  Randolph’s  accounts...  a few 
thousand  dollars  here  and  there. 
Randolph  courteously  replied,  asking 
for  certain  records,  but  he  failed  to  hear 
from  Pickering  again.  Instead,  a whop- 
ping bill  arrived  from  Treasury  — 
$49,154.89  (about  half  a million  today) 
unaccounted  for  in  “moneys  placed  in 
his  hands  to  defray  expenses  of  foreign 
intercourse.” 

This  was  not  an  instance  (outside  of 
vengeant  Pickering)  of  fraud  piled  upon 
diplomatic  disgrace.  A treacherous 
administrative  sanction,  removed  in 
1 800  due  to  scarcity  of  candidates,  held 
Cabinet  secretaries  personally  liable  for 
all  funds  assigned  to  their  department. 
In  Randolph’s  case,  ships  bearing  funds 
had  sunk  and  banks  abroad  had  failed, 
but  they  stuck  him  for  every  penny. 

Randolph  was  ruined  and  assigned 
his  estates  (7,000  acres),  slaves,  and  all 
other  possessions  to  an  attorney 
brother-in-law  willing  to  fight  the  case. 
He  lost  and  paid  6%  interest  atop  the 
original  total.  But  it  was  not  over. 
His  descendants  were  hounded  for 
additional  payments  in  the  1880s  due 
to  faulty  bookkeeping  at  the  Treasury. 

Randolph  recovered  respect  commer- 
cially as  a sought  after  lawyer  (he  would 
successfully  defend  Aaron  Burr  in  his 
treason  trial),  but  the  political  stigma  of 
l’affaire  Fauchet  rankled  for  a lifetime. 
In  the  2.0th  century,  historian  Irving 
Brant  determined  that  Randolph  was 
falsely  accused,  and  that  the  fault  was  in 
an  inaccurate  translation  of  Joseph 
Faucet’s  convoluted,  florid  French. 


Unrelenting  nemesis  Pickering’s 
Cabinet  service  also  came  to  an  abrupt 
conclusion.  The  president  was  unable 
to  find  anyone  willing  to  take  over  for 
Randolph,  so  Washington  coerced 
Pickering  to  stay,  but  his  attitude 
toward  the  President  differed  from  the 
servile  Randolph’s.  He  described  his 
job  as:  “...  to  prevent,  as  far  as  practi- 
cable, the  mischievous  measures  of  a 
wrongheaded  President.” 

Pickering  was  thinking  of  John 
Adams,  who  trustfully  retained  Wash- 
ington’s Cabinet.  But  Pickering  adhered 
to  Hamilton,  Adams’  great  rival. 
The  foreign  policy  advice  that  Pickering 
gave  Adams  originated  with  Hamilton. 
When  Adams  belatedly  wised  up,  he 
requested  Pickering’s  resignation.  The 
starchy  Pickering  refused!  He  was  going 
to  stay  until  the  next  presidential  elec- 
tion; he  needed  the  salary  ($3,500)  to 
support  his  family  of  10  children,  and 
he  owned  only  a forested  piece  of  land 
in  a Pennsylvania  wilderness. 

President  Adams  dryly  ordered, 
“Diverse  causes  and  considerations 
essential  to  the  administration  of  the 
government,  in  my  judgment  requiring 
a change  in  the  Department  of  State, 
you  are  hereby  discharged  from  any 
further  service  as  Secretary  of  State.” 

Pickering  remains  the  only  Secre- 
tary of  State  fired  by  a President.  BB 

K.C.  Tessendorf  is  a Virginia-based 
freelance  writer  with  an  interest  in  the 
history  of  Wall  Street.  He  is  the  author 
of  seven  books. 

Bibliographic  Notes 

Jefferson’s  quote  is  in  Douglas  Freeman’s 
George  Washington,  Vol.  VII,  as  is  “That 
man  is  a traitor!”  Treasury  billing  of 
$49,154.89  is  from  Treasury’s  Randolph- 
Steele  Papers  (U.S.  Archives).  Pickering’s 
quote  on  his  duties  is  in  Leonard  D. 
White’s  The  Federalists.  For  further  read- 
ing, I suggest  Freeman  (as  noted  above); 
“Edmund  Randolf,  Not  Guilty!”  in 
William  & Mary  Quarterly  April  1950; 


and  Bernard  Fay’s  The  Two  Franklins, 
Chapter  III,  which  is  eye-catching  and 
90%  accurate. 


President  Thomas  Jefferson 
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“At  the  preemptory  request  of  a large 
majority  of  the  citizens  of  these  United 
States,  I Joshua  Norton,  formerly  of 
Algoa  Bay,  Cape  of  Good  Hope,  and 
now  for  the  past  nine  years  and  ten 
months  of  San  Francisco,  California, 
declare  and  proclaim  myself  Emperor  of 
these  United  States,  and  in  virtue  of  the 
authority  thereby  in  me  vested,  do 
hereby  order  and  direct  the  representa- 
tives of  the  different  States  of  the  Union 
to  assemble  in  the  Musical  Hall  of  this 
city,  on  the  ist  day  of  the  February  next, 
then  and  there  to  make  such  alterations 
in  the  existing  laws  of  the  Union  as  may 
ameliorate  the  evils  under  which  the 
country  is  laboring,  and  thereby  cause 
confidence  to  exist,  both  at  home  and 
abroad,  in  our  stability  and  integrity.” 

So  declared  to  the  world  our  coun- 
try’s sole  emperor,  Joshua  Norton,  on 
Saturday,  September  17,  1859,  in  San 
Francisco’s  Evening  Bulletin. 

Just  10  years  earlier,  during  the  mad 
days  of  the  gold  rush,  Norton  had 
arrived  in  San  Francisco.  Born  in  a Lon- 
don borough  around  1818,  he  had  spent 
most  of  his  life  in  Cape  Town,  South 
Africa,  where  his  father  was  a merchant. 
After  a failed  ship  chandlery  business  in 
Cape  Town  and  upon  inheriting  his 
father’s  estate,  he  sailed  for  California  to 
make  his  mark  on  the  world. 

Norton  and  a junior  partner 
opened  a general  merchandise  busi- 
ness, Joshua  Norton  & Company,  and 
began  buying  up  land  and  water  lots. 
They  also  bought  a boat  to  use  as  a 
storeship,  in  order  to  avoid  warehouse 
fees.  This  move  saved  Norton  from 
financial  devastation  when  the  great 
fire  of  1851  destroyed  much  of  the 
city.  When  a new  city  rose  from  the 
ruins  of  the  old,  several  of  the  new 
buildings  were  on  land  Norton  had 
bought.  On  the  same  intersection,  he 
opened  a cigar  factory,  a hotel  for 
businessmen,  and  a rice  mill  — the 
first  on  the  Pacific  coast. 

By  the  time  Norton  became  inter- 
ested in  rice,  his  business  acumen  had 
propelled  him  to  the  top  ranks  of  San 


Francisco’s  financial  community  — at 
the  zenith  of  his  career,  his  fellows  esti- 
mated he  was  worth  a quarter  of  a mil- 
lion dollars.  But  rice  — specifically  a 
botched  attempt  to  corner  the  market 
— changed  all  of  that.  In  1852,  after 
famine-stricken  China  had  banned  the 
export  of  rice,  Norton  spent  $25,000 
on  a boat  of  rice  only  to  be  caught  off 
guard  by  a shipment  of  Peruvian  rice 
that  glutted  the  market,  rendering  his 
investment  worthless.  While  embroiled 
in  a losing  court  battle  over  this  failure, 
he  learned  that  beach  lots  he  had 
bought  from  Alderman  Henry  Meiggs 
had  been  issued  on  false  city  warrants, 
which  the  indebted  city  repudiated. 
The  once  high-powered  land  speculator, 
now  living  in  a cheap  hotel  and 
scraping  by  as  a commission  agent,  was 
forced  to  declare  bankruptcy.  It  was 
1856:  Joshua  Norton  was  finished, 
but  Emperor  Norton’s  reign  would 
soon  begin. 

It  is  unknown  whether  Norton’s 
insanity  was  caused  by  his  financial 
woes,  or  if  it  had  started  even  earlier; 
his  strong  belief  that  the  United  States 
should  be  converted  to  England’s 
political  structure,  as  well  as  his  habit 
of  saying,  “If  I were  Emperor  of  the 
United  States,  you  would  see  great 
changes  effected,”  had  earned  him  the 
nickname  “Emperor”  well  before  his 
money  troubles  began.  Whatever  the 
cause,  Norton’s  descent  into  madness 
hardly  surprises  in  a city  that,  for  the 
two  decades  following  the  gold  rush, 
had  more  insane  folks  in  proportion  to 
the  general  population  than  any  other 
city  in  the  world.  What  surprises  is  San 
Francisco’s  willingness  to  use  and 
encourage  Norton’s  mental  illness. 

When  Emperor  Norton  ascended 
his  dubious  throne,  San  Francisco  was 
a young,  rough  city  full  of  merchants, 
journalists  (Mark  Twain  among  them) 
and  politicians  struggling  to  establish 
themselves  and  their  city.  The  railroad 
was  becoming  a popular  form  of 
travel;  in  the  next  decade,  the 
transcontinental  railroad  would 
arrive,  its  terminus  in  rival-city  Oak- 


land, whose  leaders  boasted  it  would 
soon  surpass  San  Francisco. 

San  Franciscans,  of  course,  were  not 
about  to  let  this  happen.  As  eager  as 
young  Norton  had  been  to  make  his 
mark  on  the  world,  they  promoted 
themselves  any  and  every  way  they 
could:  A crazy  man  who  thought  himself 
emperor  was  fine  with  them,  as  long  as 
he  brought  in  attention  — and  money. 

Norton  did  not  disappoint.  The  Bul- 
letin, which  continued  to  print  His 
Majesty’s  proclamations,  saw  its  circula- 
tion climb  steadily.  Other  papers  soon  got 
in  on  the  game,  until  barely  a day  went  by 
that  Norton’s  deeds  and  words  were  not 
mentioned,  serving  as  comic  items  and, 
more  importantly,  as  barely  disguised 
advertisements  for  area  businesses. 

As  Norton’s  notoriety  and  popularity 
spread,  he  became  a fixture  at  public 
events,  such  as  theater  openings.  He 
traveled  by  rail,  ferry  and  streetcar  free 
of  charge,  and  he  received  gifts  from 
merchants,  as  well  as  from  nearby  towns 
looking  to  draw  attention  to  themselves. 

Though  a pauper  who  dressed  in 
cast-off  military  uniforms,  lived  in 
cheap  rooms,  and  ate  his  meals  at  the 
free  lunch  counters,  he  was,  in  many 
ways,  treated  like  royalty.  Everywhere 
he  went  he  had  an  audience.  Businesses 
all  over  town  welcomed  his  presence 
and  were  quick  to  advertise  themselves 
as  operating  by  decree  of  the  “Emp.” 

Norton,  however,  was  not  to  be 
outdone  by  his  constituents.  Deter- 
mined that  his  regime  would  not  be  a 
burden  to  the  people  (whom  the 
Emperor  had  been  known  to  “tax” 
once  in  a while  when  in  need  of  a meal 
or  a night’s  rent),  in  1869  His  Majesty 
issued  a series  of  bonds.  Each  bore  a 
pen  and  ink  sketch  of  Norton  and  his 
signature  promising  that  the  Imperial 
Government  of  Norton  I would  “pay 
the  holder  of  hereof  the  sum  of  50 
cents  in  the  year  1880  with  interest  at 
the  rate  of  7 percent  per  annum  from 
date,  the  principal  and  interest  to  be 
convertible  at  the  option  of  the  holder, 
at  maturity,  into  20  years  7 percent 
bonds,  or  payable  in  gold  coin.  Given 
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under  our  Royal  hand  and  seal.” 

These  bonds  would  keep  Norton 
housed  and  fed  for  the  rest  of  his  days, 
whether  through  sales  to  the  curious  or 
to  local  businesses  hoping  to  cash  in  on 
his  fame.  Whatever  the  reason  for  his 
success,  it  isn’t  everyday  that  an  insane 
man’s  currency  is  widely  accepted. 
Today,  the  bonds  are  collectors’  items; 
even  in  his  lifetime,  one  went  for  Si 50  at 
a charity  auction. 

As  Norton  was  padding  the  royal 
coffers,  the  rails  of  the  Central  and 
Union  Pacific  railroads  were  racing 
toward  each  other,  bringing  the 
promise  of  more  transcontinental 
trade  — and  tourism. 

Journalists,  such  as  Albert  Evans,  a 
writer  for  the  Daily  Alta  California,  had 
helped  make  the  Emperor  famous 
throughout  the  country.  His  syndicated 
columns  promoted  Norton  as  a tourist 
attraction.  Local  businesses  were  busy 
as  well,  all  promoting  Emperor  Norton’s 
legend.  For  years,  cartoonist  Edward 
Jump’s  renderings  of  Norton  were  much 
bigger  sellers  than  any  Currier  & Ives 
lithograph.  In  addition  to  these 
cartoons,  one  could  also  buy  Norton 
postcards,  cigars,  dolls  and  statuettes. 
Norton  was  everywhere  — small  won- 
der that,  for  more  than  20  years,  he 
thought  himself  ruler  of  it  all. 

Of  course,  all  regimes  must  come  to 
an  end.  Norton’s  fell  on  a rainy  night, 
January  8,  1880,  when  a single  stroke 
wiped  out  the  entire  royal  line.  He  was 
buried  in  a rosewood  coffin  decorated 
with  silver.  Ten  thousand  mourners 
came  to  the  funeral,  all  paid  for  by 
millionaire  businessmen  with  whom 
Norton  had  once  associated.  His 
passing  was  noted,  among  other 
publications,  in  The  New  York  Times. 

All  regimes  also  leave  legacies,  and 
myths.  Today,  tourists  can  stay  at  the 
Emperor  Norton  Inn,  have  lunch  in 
the  Emperor  Norton  Room  at  the 
Sheraton-Palace  Hotel,  and  sail  in  the 
Harbor  Emperor,  complete  with  a fig- 
urehead of  His  Majesty.  Those  look- 
ing for  a snack  can  even  enjoy 
Emperor  Norton  Sourdough  Snacks 


— perhaps  while  reading  about 
Norton,  who  has  been  featured  in  the 
fiction  of  both  Robert  Louis  Steven- 
son and  Mark  Twain. 

As  for  the  myths,  there  are  so  many 
folk  legends  floating  around  about  Nor- 
ton that  it  is  almost  impossible  to  know 
where  fact  ends  and  fantasy  begins. 


“At  the  preemptory 

REQUEST  OF  A LARGE  MAJOR- 
ITY OF  THE  CITIZENS  OF 

these  United  States,  I 
Joshua  Norton,  formerly 
of  Algoa  Bay,  Cape  of 
Good  Hope,  and  now  for 

THE  PAST  NINE  YEARS  AND 
TEN  MONTHS  OF  SAN 

Francisco,  California, 

DECLARE  AND  PROCLAIM 

myself  Emperor  of  these 
United  States,  and  in 

VIRTUE  OF  THE  AUTHORITY 
THEREBY  IN  ME  VESTED,  DO 
HEREBY  ORDER  AND  DIRECT 
THE  REPRESENTATIVES  OF  THE 
DIFFERENT  STATES  OF  THE 

Union  to  assemble  in  the 
Musical  Hall  of  this  city, 

ON  THE  1ST  DAY  OF  THE  FEB- 
RUARY NEXT,  THEN  AND 
THERE  TO  MAKE  SUCH  ALTER- 
ATIONS IN  THE  EXISTING 
LAWS  OF  THE  UNION  AS  MAY 
AMELIORATE  THE  EVILS 
UNDER  WHICH  THE  COUNTRY 
IS  LABORING,  AND  THEREBY 
CAUSE  CONFIDENCE  TO  EXIST, 
BOTH  AT  HOME  AND  ABROAD, 
IN  OUR  STABILITY  AND 
INTEGRITY.” 

— NORTON  I 
Emperor  of  the  United  States 


Still,  by  all  accounts  he  was  a very  intel- 
ligent and  knowledgeable  man,  reason- 
able in  all  ways  other  than  the  one  note- 
worthy exception.  In  fact,  many  of  his 
proclamations  later  came  to  pass,  most 
notably  his  decree  that  a bridge  should 
be  built,  as  well  as  a tunnel,  connecting 


Oakland  and  San  Francisco.  He  was 
also  an  inventor,  praised  by  fellow 
members  of  the  Mechanic’s  Institute  for 
his  design  of  a railroad  switch. 

But  any  contributions  made  to  San 
Francisco  by  the  saner  Norton  are  lost 
in  the  Emperor’s  moneymaking 
shadow,  which  looms  long  after 
Norton’s  death.  In  1934,  when  San 
Francisco  destroyed  the  Masonic  Ceme- 
tery to  make  room  for  its  expanding 
population,  Norton’s  coffin  was  trans- 
ferred to  Colma,  a necropolis  in  San 
Mateo  County.  On  June  30,  His 
Majesty  was  re-interred  with  full  civic 
and  military  honors,  his  body  laid  to 
rest  in  Woodland  Memorial  Park  while 
the  San  Francisco  Municipal  Band 
played  dirges,  a bugler  played  taps  and 
three  volleys  were  fired  by  the  Third 
Battalion  of  the  159th  Infantry. 

Perhaps  a better  tribute  to  Norton 
was  offered  by  Albert  Evans,  following 
the  sole  arrest  of  the  Emperor  by  an 
ignorant  officer  on  January  21, 1867  (he 
was,  according  to  police  records, 
“Detained  for  involuntary  treatment  of 
a mental  disorder”).  Evans  wrote,  “Nor- 
ton was  in  his  day  a respectable  mer- 
chant, and  since  he  has  worn  the  Imper- 
ial Purple  has  shed  no  blood,  robbed 
nobody,  and  despoiled  the  country  of  no 
one,  which  is  more  than  can  be  said  of 
his  fellows  in  that  line.”  B3 

Claudia  La  Rocco  is  a freelance  writer 
living  in  New  York  City.  She  writes  on 
a variety  of  subjects  and  can  be 
reached  at  celr2000@hotmail.com. 
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Villard:  The  Life  and  Times  of  an  American  Titan 


Alexandra  Villard  de  Borchgrave  and 
John  Cullen,  Nan  A.  Talese,  zooi 
Reviewed  by  Ellen  Jovin 

In  1853,  18-year-old  German 
immigrant  Heinrich  Hilgard  arrived  in 
the  young  United  States  without  a 
dollar  or  a word  of  English  to  his 
name.  But  these  obstacles  succumbed 
to  persistence,  and  Henry  Villard, 
with  a new  name  to  match  his  new 
country,  eventually  amassed  millions 
and  achieved  stunning  multi-industry 
success  as  a journalist,  publisher, 
financial  innovator,  railroad  magnate 
and  electricity  pioneer.  Villard:  The 
Life  and  Times  of  an  American  Titan 
tells  the  story  of  a man  whose  extrav- 
agant dreams  swept  him  to  heady 
heights  and,  at  times,  tumbled  him 
just  as  quickly  to  earth.  The  collabo- 
ration of  the  authors  — Alexandra 
Villard  de  Borchgrave,  a photographer 
and  Villard’s  great-granddaughter,  and 
John  Cullen  — has  produced  a 
riveting,  witty,  almost  novelistic 
account  of  a bewilderingly  gifted  man. 

It  was  after  a series  of  menial  jobs 
that  Villard  found  his  first  profession, 
journalism,  where  his  entrepreneurial 
spirit  was  apparent  in  the  mere  fact  of 
writerly  success  in  a foreign  tongue. 
During  the  fierce  battles  of  the  Civil 
War,  Horace  Greeley  and  his  New  York 
Tribune  depended  for  news  on  the 
intrepid  young  Villard,  who  somehow 
managed  to  meet  and  interview  every- 
one from  soldiers  to  generals  to  current 
and  future  American  presidents. 

But  Villard,  who  came  from  an 
affluent  family,  regarded  his  journalis- 
tic penury  as  decidedly  unromantic. 
Thus,  in  his  late  20s  he  began  to  pon- 
der ways  to  make  more  money. 
His  first  coup  came  in  Europe,  when  he 
convinced  a German  bank  to  buy 
Wisconsin  Central  Railroad  bonds, 


realizing  a healthy  commission  in 
exchange  for  his  persuasive  skills.  From 
there,  his  influence  and  knowledge 
expanded  rapidly  until  he  was  a domi- 
nant figure  in  transportation,  presiding 
at  various  times  over  corporations  that 
included  the  Northern  Pacific  Railroad 
and  the  Oregon  &c  Transcontinental 
Company,  one  of  the  first  holding 
companies  in  the  United  States. 

Nonetheless,  one  industry  alone 
was  never  sufficient  to  contain 
Villard’s  energies.  In  achieving  his 
railroad  goals,  he  turned  to  the  world 
of  finance,  showing  extraordinary 
creativity  as  he  originated  the  blind 
pool,  leveraged  buyout  and  hostile 
takeover,  strategies  that  were  not  yet 
part  of  the  Wall  Street  lexicon.  In 
addition,  he  maintained  his  newspaper 


connections,  acquiring 
the  New  York  Evening 
Post  and  the  Nation  in 
1881. 

Soon  he  grew  inter- 
ested in  yet  another  area: 
the  potential  applications 
of  electric  power.  Devel- 
oping what  would  be  a 
long-lasting  friendship 
and  business  relationship 
with  Thomas  Edison,  he 
formed,  financed  and 
presided  over  the  multi- 
national conglomerate 
Edison  General  Electric, 
which  later  became  the 
General  Electric  Com- 
pany. “Until  the  end  of 
his  career,”  the  co- 
authors write,  “he  was 
Edison’s  staunchest  sup- 
porter, the  only  one  of  his 
patrons,  the  inventor 
said,  who  ‘believed  in  the 
light  with  all  his  heart.’” 
Despite  the  consan- 
guinity of  one  of  the  authors  and  Vil- 
lard, the  book  does  not  retreat  from 
discussions  of  Villard’s  less  admirable 
traits.  For  example,  the  writers  point 
out  that  in  1883,  in  the  face  of 
impending  financial  disaster,  Villard’s 
solution  as  president  of  the  Northern 
Pacific  was  to  spend  more  money,  and 
lots  of  it,  on  a cross-country,  celebrity- 
studded  extravaganza  marking  the 
completion  of  a transcontinental  rail 
connection  for  the  Pacific  Northwest. 
The  optimistic  splurge  failed  to  attract 
much-needed  investors,  though  it  did 
prompt  the  following  psychologically 
acute  observation  from  his  biogra- 
phers: “This  was  denial  on  the 
transcontinental  scale,  and  the  result- 
ing spectacle  — a man  on  a narrow 
ledge  above  an  abyss,  doing  somer- 
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Eiuanti 


Events  Calendar 


WINTER  2001-2002 


NOVEMBER 

“Always  Another  Trading  Day,”  the  Museum’s  forum  on  endurance  and  optimism  on  Wall  Street, 
4:30-6  p.m.,  Smithsonian  National  Museum  of  the  American  Indian,  George  Gustav  Heye  Center 
Auditorium,  One  Bowling  Green,  New  York  City,  212-908-4694. 

“Bonds  of  Patriotism,”  the  Museum’s  exhibit  of  liberty  bond  posters,  opens  in  the  window  of 
Macy’s  Herald  Square,  34th  Street,  New  York  City. 

DECEMBER 

Museum  closed  for  holiday. 

Museum  closed  for  holiday. 

JANUARY 

Museum  closed  for  holiday. 

“MORGAN,”  an  exhibition  on  the  business  life  of  financier  J.P.  Morgan,  closes. 

Gallery  and  Shop  closed  for  inventory  and  exhibit  installation. 

“America's  Coin  Banks”  exhibit  opens  in  Museum  gallery,  28  Broadway, 

New  York  City,  212-908-4110. 


If  you  know  of  an  event  that  may  be  of  interest  to  our  readers,  please  contact  Kristin  Aguilera  at  the  Museum  of 
American  Financial  History,  26  Broadway,  New  York,  NY  10004  or  e-mail  kaguilera@financialhistory.org. 


saults  and  remarking  upon  the  fine- 
ness of  the  weather  — contained  ele- 
ments both  heroic  and  pathological.” 

During  his  lifetime,  Villard  encoun- 
tered many  fascinating  and  influential 
people,  whom  it  is  exciting  to 
encounter  through  the  book’s  nearly 
400  pages.  They  included  the  aboli- 
tionist William  Lloyd  Garrison,  whose 
only  daughter,  Fanny,  became  Villard’s 
wife.  One  shortcoming  of  the  book, 
however,  is  that  while  Villard’s  early 


experiences  are  fully  depicted, 
accounts  of  the  business-related  dra- 
mas and  players  of  later  years  some- 
times remain  spare. 

Villard  died  in  1900,  as  the  century 
in  which  he  had  played  so  large  a role 
came  to  a close.  Today,  the  Villard 
Houses,  the  Manhattan  mansion  from 
which  the  financial  sine  curve  of  his 
life  forced  him  and  his  family  mere 
months  after  they  moved  in,  still 
stands  on  Madison  Avenue.  Having 


outlived  by  decades  many  of  New 
York’s  famously  ephemeral  buildings, 
it  pays  tribute  to  a man  who  left  his 
considerable  mark  on  an  America  in 
progress.  ED 


Ellen  Jovin  is  the  president  of  Syntaxis, 
a financial  writing  firm  based  in  New 
York  City  (www.syntaxisinc.com) . 
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LESS  THAN  2 5 UNITS 
REMAINING 

This  limited  edition,  working  reproduction  of  the  19th  century 
Universal  Stock  Ticker,  prints  live  quotes  and  personal 
messages  from  the  Internet.  Handcrafted  mahogany 
pedestal  and  glass  dome  included.  Limited 
production  of  125  units  worldwide. 

For  a complete  information  package, 
call:  1-877-842-1870.  Or  send  15  dollars  to: 

Stock  Ticker  Company,  350  E.  Michigan  Ave., 

Suite  301,  Kalamazoo,  IV 


WWW.STOCKTICKERCOMPANY.COM 


Educators’  Perspective 

continued  from  page  13 

of  the  corporate  excesses  of  the  Gilded 
Age  or  of  any  other  era.  It  clearly  saw  a 
role  for  government  in  the  policing  of 
corporations,  but  it  also  recognized  the 
dangers  of  politically  charged  legislation 
that  could  be  detrimental  to  the  well 
being  of  a corporation.  In  this  sense, 
Dartmouth  vs.  Woodward  should  be 
seen  as  a reasonable  attempt  to  balance 
the  needs  of  the  corporation  against  the 
needs  of  the  public  at  large. 

If  the  EPA  decision  holds,  GE  will 
spend  millions  cleaning  up  the  Hud- 
son River,  but  the  corporation  itself 
will  not  have  been  materially  changed. 
Thanks  to  the  wisdom  of  those  early 
Supreme  Court  justices,  the  failings  of 
a corporation  will  be  dealt  with 
without  the  corporation  losing  itself 
to  the  powers  of  government.  B3 

Resources 

“GE  Statement  on  Hudson  River,”  Hud- 
son Voice,  www.hudsonvoice.com/ 
index. asp,  www.hudsonvoice.com/ 

index. asp,  August  1,  2001. 

Hobson,  Charles  F.  The  Great  Chief 
Justice:  John  Marshall  and  the  Rule  of 
Law.  University  of  Kansas  Press,  1996. 
Keown,  Arthur  J.,  John  D.  Martin,  J. 
William  Petty,  and  David  F.  Scott,  Jr. 
Financial  Management:  Principles  and 
Applications.  Prentice  Hall,  2002 
Menand,  Fouis.  The  Metaphysical  Club. 

Farrar,  Straus  and  Giroux,  2001. 
Remini,  Robert  V.  Daniel  Webster:  The 
Man  and  His  Time.  W.W.  Norton  and 
Company,  1997. 

Stites,  Francis  N.  Private  Interest  and  Pub- 
lic Gain:  The  Dartmouth  College  Case, 
1819.  The  University  of  Massachusetts 
Press,  1972. 

“Whitman  Decides  To  Dredge  Hudson 
River,”  United  States  Environmental 
Protection  Agency  Press  Release, 
August  8,  2001. 

Endnotes 

1.  General  Electric  was  incorporated  in 
New  York  State. 

2.  Wheelock’s  father  Eleazer  Wheelock 
was  the  founder  of  the  college. 


3.  The  university’s  enrollment  consisted  of 
a single  student. 

4.  A public  corporation  was  defined  as  one 
that  benefits  the  public.  As  such,  it  was  not 
protected  under  the  contract  clause. 
Corporations  that  only  benefited  individu- 
als were  considered  private  corporations 
subject  to  the  contract  clause. 

5.  Webster  himself  identified  this  case  as  the 
turning  point  in  his  career.  Known  as  the 
“Defender  of  the  Constitution,”  Webster 


became  an  influential  pro-business  statesman 
who  held  that  the  foundations  of  the  Consti- 
tution sprang  from  the  desire  to  protect  com- 
merce between  the  states.  This  concern  for 
commerce  was  first  discussed  at  the  Mount 
Vernon  Convention  of  1785  and  eventually 
led  to  the  creation  of  the  U.S.  Constitution. 

6.  For  example,  see  page  6 of  Financial 
Management:  Principles  and  Applications 
by  Keown  et  al. 
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The  Inventor  and  the  Investor 

continued  from  page  1 6 


Common  stock  in  Edison’s  General  Electric  Company. 


bulbs,  caused  the  blaze,  and  he  promised  to  fix  it  immediately. 
He  followed  through  on  his  promise  and  finally,  after  much 
personal  expense  of  time  and  money,  Morgan’s  faith  in  Edi- 
son’s light  paid  off. 

By  the  late  1880s,  200  central  power  stations  were  operat- 
ing across  the  country,  and  Morgan  no  longer  needed  a pri- 
vate generator  for  his  house.  In  1889,  Edison  Electric  Light 
Company  and  several  of  its  manufacturing  companies  were 
combined  into  Edison  General  Electric.  Although  the  com- 
pany still  bore  his  name,  Edison  had  little  to  do  with  it  and  by 
then  had  moved  on  to  other  inventions. 

Inevitably,  competitors  began  springing  up.  The  chief 
among  them  was  Thomson-Houston,  who  built  more  power 
stations  and  made  more  money  than  Edison  General  Elec- 
tric. To  avoid  some  of  the  competition,  the  two  companies 
merged  in  1890.  The  new  firm  was  chartered  in  1892  as 
General  Electric  (GE). 

GE  was  listed  on  the  first  Dow  Jones  Industrial  Average, 
and  it  is  the  only  original  stock  to  remain  listed  on  the  Dow 
today.  BD 

Kristin  Aguilera  is  the  Museum’s  Communications  Director 
and  the  editor  of  Financial  History  magazine. 

Resources 

McAuliffe,  Kathleen.  “The  Undiscovered  World  of  Thomas  Edi- 
son.” The  Atlantic  Monthly,  December  1995.  Vol.  276,  No.  6; 
pgs.  80-93. 

The  National  Inventors  Hall  of  Fame  website,  www.invent.org. 

Strouse,  Jean.  Morgan:  American  Financier.  Random  House:  New 
York.  1999. 


TRIVIA  QUIZ 

How  much  do  you  know 
about  financial  history  f 

By  Boh  Shahazian 

1.  The  United  States  income  tax  law  of  1 894  was  declared 
unconstitutional,  but  in  1913  the  income  tax  became  a 
part  of  the  federal  tax  structure.  Thirty  years  later, 
the  United  States  adopted  a method  of  collecting  a 
significant  portion  of  the  federal  income  tax.  What 
was  that  method? 

2.  Until  the  fourth  quarter  of  the  year  2000,  AT&T 
had  never  reduced  its  dividend  since  the  company 
was  founded  in  1899.  Furthermore,  a predecessor 
company  had  unfailingly  paid  a dividend  since  1881. 
What  was  the  name  of  that  company? 

3.  What  was  the  real  name  of  19th  century  industrialist 
Henry  Villard? 

4.  When  was  the  last  $2  bill  printed,  and  whose  face 
appeared  on  it? 

5.  How  many  times  (exclusive  of  serial  number)  does 
the  number  one,  as  a numeral  or  a word,  appear  on 
the  front  and  back  of  a dollar  bill? 

6.  In  1 969,  notes  over  $100  in  value  were  eliminated 
as  currency  because  of  declining  demand.  Eliminated 
were  the  $500,  $1,000,  $5,000,  $10,000,  and 
$100,000  bills.  Whose  faces  appeared  on  those  bills? 

7.  The  Dow  Jones  Industrial  Average  closed  above 
1,000  for  the  first  time  on  November  14,  1972. 
When  did  the  DJIA  first  close  above  100? 

8.  What  was  the  first  commodities  exchange  in  the 
United  States,  and  when  did  it  open? 

9.  Nearly  no  years  ago,  three  companies  merged  to 
form  the  General  Electric  Company.  What  were  the 
names  of  the  companies? 

10.  Today,  a seat  on  the  New  York  Stock  Exchange  sells 
for  well  over  $1  million  and  a seat  on  the  American 
Stock  Exchange  commands  more  than  $700,000. 
What  were  the  lowest  prices  ever  paid  for  seats  on 
each  of  these  exchanges? 
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AMERICAN  FINANCIAL  HISTORY 

STOCKS,  BONDS  AND  FINANCIAL  DOCUMENTS 
HIGHLIGHTING  THE  HISTORY 
OF  GOVERNMENT  FINANCE, 

WALL  STREET  AND  AMERICAN  ENTERPRISE. 

WE  ARE  ONE  OF  AMERICA'S  LEADING  DEALERS 
SPECIALIZING  IN  BETTER  QUALITY 
FINANCIAL  INSTRUMENTS, 

LETTERS,  DOCUMENTS  AND  AUTOGRAPHS 
RELATED  TO  AMERICA  S FINANCIAL  HISTORY. 


FOR  A COPY  OF  OUR  NEXT  CATALOG 
PLEASE  CALL  US  TOLL  FREE  IN  USA  (800)  225-6233 


S cott  J.  Winslow  Associates 
Post  Office  Box  10240 
Bedford,  New  Hampshire  03110 


Ken  Prag  Paper  Americana 

Stocks  &c  Bonds  • Post  Cards  • Passes  • Timetables  • Etc. 
Catalog  plus  3 beautiful  stocks  $8.95 

Also  buy! 

Ken  Prag,  Box  14817, 

San  Francisco,  CA  941 14 

Tel.  (415)  586-9386  • kprag@planeteria.net 


RAILS  REMEMBERED 

ANTIQUE  STOCKS  AND  BOND  CERTIFICATES 
POST  OFFICE  BOX  464 
ROSEMEAD,  CALIFORNIA  91770 
PHONE  (626)  572-041 9 EVES  t 

SEND  TODAY  FOR  LISTING 


Robert  O.  Greenawalt 

CURATOR  AND  COLLECTOR 


4-4-0  American  Type 
steam  loco 


SERVING-  HISTORICALLY-MINDED  FANS  OF  FINANCIAL  RAILROADIANA 
- SELL-  BUY  - TRADE  (I  HAVE  HIGH  LEVEL  SWAPUM) 


Herzog  Hollender  Phillips  & Co. 

P.O.  Box  14376,  London  NW6  12D,  England 

Keith  Hollender,  Author  of  “Scripophily” 


Tel/  Fax  (020)  7433-3577 
hollender@dial.pipex.com 


a 


& 
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ROBERT  F.  KLUGE 


— E»l.  1980  — 


GRAPHIC  AND  HISTORIC 
PAPER  AMERICANA: 
ANTIQUE  STOCKS 
AND  BONDS 


P.O.  BOX  155  • ROSELLE  PARK,  NJ  07204  • 908-241-4209 


Toll  Free: 

800  717-9529 
Or  Call: 

603  882-2411 

Fax: 

603  882-4797 
E-mail: 

coIIect@glabarre.com 

Web  Site: 

www.glabarre.com 


GEORGE  H. 


LaBAHRE 

GALLERIES 


'INC. 


P.O.  Box  746  Hollis,  N.H.  03049 


Buying  and  Selling 
Stocks  and  Bonds,  Paper  Money 
Important  Autographs  and  Quality 
Collectibles  of  all  kinds. 


mm  npr 

The  Largest  Collectible  Stock  and  Bond  Inventory  in  the  World 
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INTERNATIONAL  BOND  & SHARE  SOCIETY 

Founded  1978  for  the  encouragement  of  Scripophily 


l 


The  Directory 

A Membership 
and  Dealer 
directory,  with 
full  listings  for 
the  U.S.A., 

U.K.,  Germany 
and  40  other 
countries. 
Published 

annually. 


Scripophily 

A quarterly 

magazine  with 
40+  illustrated 
pages  of  U.S., 
European  & 
world  news, 
research, 
auctions, 
and  a diary  of 
coming  events. 


Meetings 

London,  England  • Strasburg,  Pennsylvania 
Memphis,  Tennessee  • Toronto,  Canada 
Johannesburg,  South  Africa 


FOR  INFORMATION 


U.S.A. 

Richard  T.  Gregg 
1 5 Dyatt  Place 
Hackensack,  NJ  07601-6004 
Tel:  (+1)  201  489  2440 
Fax:  (+1)  201  592  0282 
President@scripophily.org 

REST  OF  THE  WORLD 

Peter  Duppa-Miller 

Beech  croft 

Combe  Hay 

Bath  BA2  7EG,  UK 

Tel:  (+44)/(0)  1225  837271 

Fax:  (+44)/(0)  1225  840583 

Chairman@scripophily.org 

www.scripophily.org 


REACH  YOUR  MARKET 

Advertise  in  Financial  History  magazine 

The  membership  magazine  of  the  Museum 
of  American  Financial  History  has  become  a 
respected  source  for  the  history  of  business, 
commerce  and  the  capital  markets.  It  reaches  a 
diverse  audience  of  finance  professionals, 
collectors  of  historical  financial  documents  and 
memorabilia,  universities  and  libraries,  and 
thousands  of  investors  throughout  the  United  States 
and  abroad.  It  is  also  distributed  at  more  than 
10  major  conferences  and  auctions  each  year. 

For  more  information  on  advertising 
in  Financial  History,  or  to  place  an  ad 
in  the  Winter  issue,  please  e-mail 
Kristin  Aguilera  at  kaguilera@fmancialhistory.org 
or  call  212-908-4695. 


Take  advantage  of  your  Museum  membership 
at  the  Museum  Shop.  Members  receive  a 10%  discount 
on  all  purchases  at  28  Broadway,  or  online  at  www.finan 
cialhistory.org.  Featured  in  Travel  & Leisure, 
the  Shop  offers  a wide  variety  of  financial  prints, 
books,  clothing,  jewelry,  and  souvenirs. 
Corporate  gifts  are  also  available. 


For  more  information,  or  to  place  an  order, 
call  the  Museum  Shop  at  212-908-4703 
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MUSEUM  of  AMERICAN 
FINANCIAL  HISTORY 

In  association  with  the  Smithsonian  Institution 


The  Museum  of  American  Financial  History 
is  the  only  independent  museum  dedicated  to 
capitalism,  entrepreneurship  and  free  enterprise 
It  teaches  the  power  of  a free  market  economy 
to  better  the  financial  lives  of  individuals, 
companies  and  nations. 

The  Museum  is  located  at 
28  Broadway,  New  York  City. 

Hours:  10:00  a.m.  until  4:00  p.m. 
Tuesday-Saturday.  Donation  $2.00. 

For  further  information, 

please  contact  the  Museum  at  212-908-4110. 

financialhistory.org 


The  Museum  of  American  Financial  History 
expresses  its  deepest  sympathy  to  all  of  our 
members,  neighbors,  colleagues,  and  friends 
who  were  affected  by  the  tragedy  at  the  World 
Trade  Center  on  September  1 1 , 2001 . 

We  mourn  the  loss  of  so  many  exceptional 
men  and  women  who  each  contributed  to 
Wall  Street’s  entrepreneurial  energy, 
to  New  York  City’s  exciting  culture,  and 
to  America’s  strength  and  vitality. 

Here  in  the  nation’s  first  capital  city  and 
the  financial  capital  of  the  world,  we  will 
remember  them  as  we  celebrate  the  enduring 
legacy  of  this  place— the  freedom  and 
opportunity  to  live  the  American  dream. 


Become  a Smithsonian  Affiliate  Member 


The  Museum  of  American  Financial  History,  an  Affiliate  of  the  Smithsonian  Institution,  rewards  its  members  at  contributing  levels 
with  all  the  benefits  of  regular  Museum  membership,  plus  the  benefits  of  membership  in  the  Smithsonian. 


Smithsonian  Benefits 

• 12  issues  of  Smithsonian  magazine 

• 10%  discounts  in  Museum  Shops  and  on  Smithsonian  catalog  purchases 

• 10%  discount  at  SmithsonianStore.com 

• Discount  at  the  National  Air  & Space  Museum  Wright  Place  Restaurant 

• Affiliate  membership  card 

• Advance  notice  for  seminars  and  events  in  your  area 

• Eligibility  for  member-only  travel  tours 

• Free  admission  to  the  Cooper-Flewitt  National  Design  Museum  in  New  York 

Financial  History  Benefits 

• 4 issues  of  Financial  History  magazine 

• 10%  discount  in  Museum  Shop 

• Free  admission  for  you  and  your  guests  to  the  gallery 

• Membership  card 

• Advance  notice  of  Museum  events 

• Invitations  to  exhibit  openings 

• Borrowing  privileges  from  the  Museum  Library 


To  become  a Smithsonian  Affiliate  Member,  please  send  a check  for  $iyo  payable  to  “ Museum  of  American  Financial  History, 
Membership  Department,  z6  Broadway,  Room  206,  New  York,  NY  10004.  All  but  $44  of  your  contribution  is  tax-deductible. 
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Don’t  Miss  These 
Important  Auctions 

October  26,  2001 
Rare  Coins 

New  York  City 

Auction  Catalogue  Available  Now 
($25,  including  prices  realized) 

November  29,  2001 
Autographs 

New  York  City 
Auction  Catalogue  Available  Now 
($25,  including  prices  realized) 

March  14-17,  2002 

Paper  Money,  Stocks,  Bonds 

Lancaster,  PA 

Consignment  Deadline:  jfj 

January  16,  2002  ■— 

July  29,  2002  8j 

Rare  Coins,  Paper  Money, 

Stocks  and  Bonds  V* 

New  York,  NY 

Accepting  Consignments  Now 


Stocks  • Bonds  • Paper  Money 
Autographs  • Photographs  • Coins 

To  be  assured  of  receiving  our  fully-illustrated  thoroughly-researched  auction  catalogues  or 
to  check  on  the  status  of  your  subscription,  call  Marie  Alberti  at  800-622-1880  or  212-943-1880 
today!  To  include  your  holdings  in  one  of  our  upcoming  auctions  contact  any  of  our  specialists  at 
the  numbers  listed  below. 

Douglas  Ball,  Martin  Gengerke  - Paper  Money  800-622-1880 
Jay  Erlichman,  David  Vagi  - Coins  800-622-1880 
Kevin  Foley  - Paper  Money  877-210-1727 
Stephen  Goldsmith  - Stocks  and  Bonds  800-622-1880 
Diana  E.  Herzog  - Autographs,  Photographs  800-622-1880 
Scott  Lindquist  - Paper  Money  701-839-2672 
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MEMBER 


Stephen  Goldsmith 
Kevin  Foley 
Scott  Lindquist 


SOCIETY  Uf 
MONEY 
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Broadway,  New  York,  NY  10004  • 800-622-1880  • www.smytheonline.com  • Established  1880 


Entrance  to  the  Museum  of  American  Financial  History,  New  York  City, 
taken  September  13,  two  days  after  the  terrorist  attack  on  the  World  Trade  Center. 


28  Broadway,  New  York,  NY  10004 
toll  free  877-98-FiNANCE 
financialhistory.org 


Courtesy  of  Dean  C.K.  Cox 


